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USSR-WORLD TRADE 


SOVIET FOREIGN TRADE DATA FOR JANUARY-JUNE 1982 


Moscow FJIREIGN TRADE in English No 9, Sep 82 insert 


[Text] Soviet Foreign Trade by Groups of Countries (mln rubles) 





_January — June 
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January — June 
































1981 1982 | 1981 1982 
TOTAL Turnover 04204,2 60362,8 industrial Turnover 17278,9 19629,8 
Export 26526 9 0 29934 ’ 2 capitahist Export 7334 ’ 2 9073 9 9 
Import 27827,'7 30428,6 countries Import 9944 ,7 T0555 ,,9 
Socialrst Turnover 29201,0 32797,7 
countries Export 15367 ,3 16463,2 
import 13833,7 16334,5 
including 
CMEA Turnover 26306,I 29819,2 Developing Turnover 7874,3 7935,3 
member Export [3965 ,7 ISI69,'7 countries Export 3825 ,0 4397, I 
countries Import 12310 ,4 14649 ,5 Import 4049 ,3 3038 , 2 
Soviet Foreign Trade by Countries”* (mln rubles) 
TY January —June | January — June 
Countries | 19R] 19R2 Countries 198 1982 
| : 
Europe | Hungary Turnover 3261,8 3084 , 3 
Austria Turnover 690 ,2 096, €é | Export 1646,7 1790 ,'7 
0 203 yy, rg 8 A OC 
es w9e 0, German Turnover 5209,1 0994 ,& 
Belgium Turnover ol’? i 859 9 I Democratic Export 26AI 9 I 3093 9 3 
Export 249, I 030, 3 Republic Import 2068 , O 2901 ,5 
268 , © 328 ,8 , 
Import »V 32 9c a Ternever 420,5 352 ,9 
Bulgaria Turnover 4089 ,2 4631 90 | Export 349 ,5 275,2 
Export 2209,4 2373,0 Import 71,0 77,7 
Import I879,8 2258,5 
~~ . a Denmark Turnover 220,2 241,2 
Great Turnover Oo 9,4 769,95 Export 74,3 198 ,8 
Britain Export 348,6 416,0 Import [50,9 42 ,4 
Import 6.30 ,6 393,59 : 
— ’ = West Berlin Turnover I[13d,1 192,I 
Export 78,0 154,6 
* The countries are given in the Russian alphabetical order. Import 40,1 37,9 














January — June 
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Cousmeens 1981 1982 — 1981 1982 
Ireland Turnover £09 30,5 Switzerland Turnover 380 ,2 404 ,8 
Export 9,8 8,0 Export 89,5 180,5 
Import 15,5 22,5 Import 290, 7 224,3 
loa! anc Turnover 63,8 61,9 Sweden Turnover 300 ,6 365,95 
Export 29,2 25,7 Export 93,3 [58,7 
Import 34,6 36,2 Import 207,3 206,8 
Spain Turnover 479,1 ['78,4 Yugoslavia Turnover =. 2907,7 2022 ,7 
Export =»-« [56,1 77,4 Export 1185,6  1037,2 
Import 323 ,0 IOI ,0 Import 1322,1 1485,5 
Italy Turnover [563,7 [953,8 
Expor: 1066,2 I361,8 Asia: 
Import 497, is) 092 ,0 
Liechtenstein Turnover 3 . 5 5 , I Afghamstan Turnover 326 ’ o JAz ’ o 
Export 1,2 0,5 Export 142,8 203,3 
Import a 4,6 Import 183,77 I39,2 
Luxembourg Turnover 4,9 8,7 Banglidesh § Turnover 20,2 7,8 
Export I, I,7 Export [0,0 [2,1 
Import 3,1 7,0 Import 9,7 I5,7 
Netherlands Turnover 764 9 6 931 , 4 Burma Turnover 28 ’ 0 I 9 I 
Export 430,3 714,7 Export 8,6 0,5 
Import 334 ,3 216,7 Import 19,4 0,6 
Norway Turnover R45 , 3 7I : I Vietnam Turnover 453 9 4 483 »o 
Eapert 27°6 3772 Export 389,7 397, I 
Import 07,7 33,9 Import 63,7 86,5 
Poland Turnover 4112,5 4242 ,'7 India Turnover III9,3 I138,8 
Export 2458,7 2362 ,9 Export 509, I 376,8 
Import 1653,8 1879,8 Import 610,¢ 762,0 
Portugal Turnover 79,6 28,8 Indonesia Turnover 48, 9 26,9 
Export 62,1 8,9 Export 21,3 [5 ,€ 
Import 17,5 I9,° Import 27,6 10,9 
Romania Turnover 1525,7 I580,3 Jordan Turnover 74e II,! 
Export 710,6 659 ,6 Export (Pfr I] »O 
Import 8I5,I 920,7 Import - O,! 
Federal Turnover 2674,9 3391 , I Iraq Turnover I8I,4 859 ,8 
Republic Export TI29,0 1904, I Exnort I79,¢ 541,4 
of Germany Import [545,9 1487 ,0 Import Rye 18,4 
Finland Turnover 2411,4 2467,5 Iran Turnover 316,6 395,5 
Export I162,3  IOI7,2 Export 96,0 322,9 
Import 1249,1 [450,3 Import 220,6 32,6 
France Turnover 2003,9 1895,4 Yemen Arab Turnover II,9 14,7 
Export [O8I,7 1168,3 Republic Export II,9 14,5 
Import 922 ,2 727, I Import - 0,2 
Czechoslovakia Turnover 4180,5 4950, € People’s Demo- Turnover 44,2 40,9 
Export 2090,4 2459 ,¢ cratic Republic Export 43,0 38,5 
import 2090,1 2490 ,7 of Yemen Import I,e £4 




















| a — June January — June _ 
Countetes 1981 1982 Countries 1981 1982 
Cyprus Turnover I9 90 13,7 Sri Lanka Turnover 13,4 I2 »o 
Export 9,7 Zea Export 2,0 I,4 
Import 9,8 II,4 Import II ,4 II,4 
China Turnover 62,6 87,3 Japan Turnover [574,7 922 ,2 
Export 38 ,8 08,9 | Export 406,5 389 ,8 
Import 43,8 28,4 | Import 1168,2 1532,4 
Korean Turnover 2£89,I1 334 ,8 7 
People’s Demo Export I6I,7 I64,9 Africa: 
cratic Republic Import 127,4 [69,9 
Laos Turnover 15,5 33,7 —_ Turnover i : ny 
Export [5,9 32,5 Export ° 8 
Import _ I 2 Import 41,6 19,7 
‘ 
Lebanon Turnover I0,6 12,4 Angola Turnover at re rr rf 
Export 6,8 9,3 Export , ° 
Import 3,8 3,f | Import I,” I,é 
Malaysia Turnover [54,6 164,3 | Benin Turnover 0,6 I,é 
Export Vo 6,6 | Export 0,6 I ye 
Import 147,I 157,7 | Import 0 @ 
Mongolian Turnover 494,0 097 7 | Ivory Coast Turnover 68,5 64,7 
People's Export 425,4 486,2 Export 0,8 Ore 
Republic Import 67 ,€ III,5 Import 67,7 64,: 
Nepal on 10,4 II,3 | Ghana Turnover 22,6 27,9 
Export ‘10, I 10,8 et o's a's 
Import 0,3 0,5 mport 9 ly 
Pakistan Turnover 72.9 "8.3 Guinea Turnover o0, I 20,1 
Export 44.2 36,3 ! Export 13,0 10, 
Import 28.7 42.0 Import 37,1 14,¢ 
Saudi Arabia Turnover IC = 7 ’ 6 Egypt Turnover on . on ’ c 
Export [10,2 7,6 Export ’ 9 . 
Import - - Import [17,7 33,1 
Singapore Turnover OG 9 42 9 I Cameroun Turnover I3, 0 I3 . f 
Export 17,7 D »é Export I,4 0,1 
Import 39,2 36,'7 | Import II ,6 8,3 
Syria Turnover 237,95 239 ,9 | People's Turnover D9 43 
Export [40,8 69,8 | Republic Export 4,3 “Ae 
Import 96,7 I'70,I | of the Congo —_— Import [,6 3,7 
Thailand Turnover 223,09 108 ,2 | Libya Turnover 305 ,4 320, 1 
Export 4,3 4,4 | Export [25,7 63,2 
Import 219,2 [03,8 | Import 179 ,7 206,9 
lurkey Turnover alf04 te298 | Morocco Turnover [21,2 98,5 
Export thas rare Export 29 ’ 7 49 ’ I 
Import 64,5 ol,2 | Import 9I,5 49,4 
Philippines Turnover 138,9 73,4 | Mozambique Turnover 20,1 27,2 
Export C2 3,3 | Export I9,2 20,8 
Import [38,7 70,1 | Import 0,9 6,4 
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| January — June 


























| : 
Counties | 198 1982 | <aemaEEED i981 tye 
Nigena Turnover 00,1 137,I | Colombia Turnover Ii,l I0,$ 
' Export D0, I 132,4 | Export 1,8 2,3 
Import - 4,7 Import 9,3 8,6 
Sudan Turnover Is »0 0 | Cuba Turnover 2979,9 3753, 7 
Export i,e 0 | Export [392,7  1547,0 
Import 15,6 U Import 1587 ,2 2206,7 
Sierra Leone Turnover 048 8, | Mexico Turnover 747 13,8 
Export na 1,é | Export 2,3 3,8 
Import fyi 7,0 | leapert 5,4 10,0 
; 3,8 Oo "os 
Tanzania Turnover Ose o > | Remaeee eceeeiae 14,6 4 
Export i,I £40 | Export 14,6 7,4 
Import 7 9 7 3e0 malt ~- . 
Import - - 
Tunisia Turnover 9,3 D0 
8'9 2°6 Peru Turnover 17,9 12,3 ‘ 
Export ’ , c 
Import 0,4 2,9 Export we 10,4 
I rt 
Ethiopia Turnover 83,3 81,3 — -™ , 
Export 69, 0 79,7 United States Turnover 948,77 1747 ,3 
Import 14,3 0,6 of America Export O7,1 75,7 
| Import 891 ,6 1671 ,6 
Americas: Uruguay Turnover 38,9 42,4 
Export 0,8 0,4 
Argentine Turnover [1083,3 854,9 aout 38,1 42.0 
Fxport 22 9 I5,4 
Import 1060,4 839, oO 
Bolivia Turnover D9 Ji,2 Australia 
Export 4,3 Lea and Oceania: 
Import [,6 [0,0 
i 388 417,3 
Brazil Turnover 389 , 7 364 ,7 a nial 8 ’ + 
Export 8, 0 6,1 
Export O,4 89,5 380.8 , 
Import  384,3 275,2 Import all,¢ 
Canada Turnover O16,9 067 ,9 New Zealand Turnover 97,7 168,2 
Export 28,3 I3,7 Export [,8 2,6 
Import 488 , € 954,2 | Import 95,9 [65,6 


COPYRIGHT: "Vneshyaya torgovlya"” 1982 
English translation "Foreign Trade", 1982 


CSO: 1812/18-A 
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USSR WORLD TRADE 


RUBLE EXCHANGE RATES AS OF 1 AUGUST 1982 PUBLISHED 


Moscow EKONOMICHESKAYA GAZETA in Russian No 32, Aug 82 p 22 


[Cowmuaiqgue of the USSR State Bank: “Foreign Exchange Bulletin for 1 August 1982" 
and "Qur Commentary by Ye. 7Zolotarenko"] 


+ 


_— Currency nen 
Value 
Australian dollars, per 100 73.26 
Austrian schillings, per 100 4.26 
Albanian leki, per 100 18.00 


Dinars of Algerian People's 
Democratic Republic, per 100 15.77 


English pounds sterling, 


per 100 127.65 
Argentinian pesos,per 10,000 0.19 
Afghan afghans, per 100 1.42 
Belgian francs, per 100 1.57 
Burmese kyats, per 100 9.41 
Bulgarian levs , per 100 76.92 
Hungarian forinths, per 100 7.67 
Dongs of the Socialist Re- 

public of Vietnam, per 100 30.60 
Ghanaian cedis, per 100 26.00 
Guinean silys, per 100 3.22 
GDR marks, per 100 40.50 
German FRG marks per 100 29.96 
Dutch guldens, per 100 27.08 
Greek drachmas, per 100 1.06 


Danish kronen, per 100 8.67 








Currency 

Egyptian pound, for each 
Indian rupees, per 100 
Indonesian rupees, per :,000 
Iraqi dinars, for each 
Iranian riais, per 100 
Icelandic kronen, per 100 
Spanish pesetas, per 100 
Italian lira, per 10,000 


Dinars of the People’s Democratic 
Republic of Yemen, for each 


Rials of the Yemen Arab Republic, 
per 100 


Canadian dollars, per 100 


Yuan of Chinese People's 
Republic, per 100 


Wons of the Korean People's Demo- 
cratic Republic, per 100 


Cuban pesos, for each 
Kuwaiti dinars, for each 
Lebanese pounds, per 100 
Libyan dinars, for each 
Malaysian ringgytys, per 100 
Mali francs, per 1,000 
Moroccan cirhams, per 100 
Mexican pesos, per 100 

Mo: golian tugriks, per 100 
Nepalese rupees, per 100 

New Zealand dollars, per 100 
Norwegian kronen, per 100 
Pakistani rupees, per 100 
Polish zlotys, per 100 
Portuguese escudos, per 100 
Romanian leis, per 100 


Singapore dollars, per 100 


Ruble Value 


1.05 
7.79 
1.13 
2.46 
0.89 
6.26 
0.68 
5. 36 


2.09 


15.80 
57.81 


37.85 


74.93 
0.90 
2.55 

14.41 
2.48 

30.90 
1.09 

11.85 
1.51 

22.50 
5.50 

55.26 

11.54 
5.98 

22.50 
0.87 

15.00 

34.27 
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Currency Ruble Value 
Syrian pounds, per 100 18.73 
Somali shillings, per 100 4.88 
United States dollars, per 100 72.86 
Sudanese pounds, for each 0.82 
Tunisian dinars, for each 1.19 
Turkish lira, per 100 0.45 
Urugayan pesos, per 100 5.73 
Finnish marks, per 100 15.59 
French francs, per 100 10.74 
Czechoslovak crowns, per 100 12.50 
Swedish kronen, per 100 12.07 
Swiss francs, per 100 35.49 
Sri Lanka rupees, per 100 3.44 
Ethiopian birrs, per 100 35.16 
Yugoslav dinars, per 100 52 
Japanese yen, per 1,000 2.88 


Our Commentary--by Ye. Zolotarenko [Passages rendered in all capital letters printed 
in boldface in source] 


iN THE SECOND HALF OF JULY THE GOSBANK REVISED THE FOREIGN-EACHANGE QUOTATIONS. AS 
OF 26 JULY THE RATE FOR THE UNITED STATES DOLLAR WAS REDUCE. AND THE RATE FOR THE 
AUSTRIAN SCHILLING, THE GERMAN FRC MARK, THE DUTCH GULDEN, AND THE FRENCH FRANC 
(THEIR NEW RATES WERE UNCHANGED AS OF 1 AUGUST) WERE INCREASED. THE RATES FOR THE 
ITALIAN LIRA AND THE SWISS FRANC ALSO WERE iNCREASED--TO 5 RUBLES 33 KOPECKS PER 
10,000 LIRA AND TO 35 RUBLES 17 KOPECKS PER 100 FRANCS (THE NEW RATES FOR THESE 
TWO CURRENCIES WERE EFFECTIVE UNTIL «4 AUGUST). 


AS OF 1 AUGUST THE RATES FOR THE AUSTRALIAN DOLLAR, THE ARGENTINE, MEXICAN, AND 
URUGUAYAN PESOS, THE BURMESE KYAT, THE PAKISTANI RUPEE, AND THE TUNISIAN DINAR 
WERE REDUCED, WHILE THE RATES FOR THE BRITISH POUND, THE BELGIAN AND SWISS FRANCS, 
THE DANISH AND SWEDISH KRONEN, AND THE ITALIAN LIRA WERE INCREASED. 


THE CENTRAL BANK [FEDERAL RESERVE] O01 .HE UNITED STATES RELAXED ITS CREDIT POLICY 


SOMEWHAT AND EVEN REDUCED BY 0.5 PERCEnT THE OFFICIAL INTEREST RATE. THIS WAS DONE 
WITH THE OBJECT OF AVERTING A RISE IN THE PANIC ASSOCIATED WITH THE FACT THAT THIS 
YEAR THE NUMBER OF BANK BANKRUPTCIES HAS ALREADY REACHED ITS RECORD POSTWAR LEVEL. 
THE TEMPORARY RELAXATION OF THE MONETARY POLICY OF THE UNITED STATES RESULTED IN 

A DROP FROM 16.5 TO 16 PERCENT IN THE INTEREST RATE ON LOANS TO PRIME BORROWERS, AND 
SOME AMERICAN BANKS REDUCED THAT RATE TO 15.5 PERCENT, WHICH ON THE WHOLE ALSO RE- 
SULTED IN A DROP IN THE DOLLAR RATE ON FOREIGN-EXCHANGE MARKETS. 





THE DROP IN THE RATES OF THE CURRENCIES OF AUSTRALIA, MEXICO, AND OTHER RAW MATERIALS 
EXPORTERS HAS PRIMARILY BEEN DUE TO THE DECLINE OF PRODUCTION IN THE CAPITALIST 


WORLD, WHICH SHARPLY CUT THE EXPORT INCOME OF THESE COUNTRIES. 


SOME INCREASE IN THE RATE OF THE BRITISH POUND IS ATTRIBUTABLE TO THE HIGHER LEVEL 
BRITISH INTEREST RATES COMPARED WITH THE INTEREST RATES IN THE OTHER COUNTRIES. 


THE PRICE OF GOLD ON THE INTERNATIONAL MARKET IN THE SECOND HALF OF JULY FLUCTUATED 
MARKEDLY AND TOWARD THE MONTH'S END IT AMOUNTED TO US$342.5 PER OUNCE COMPARED Wilt 
US$354 IN MID-MONTH. 


1386 
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USSR-CEMA TRADE 


STANDARDIZATION IN SOCIALIST ECONOMIC INTEGRATION 
Moscow KHOZYAYSTVO I PRAVC in Russian No 7, Jul 82 pp 76-79 


[Article by S. Vorob'yev, senior scientific associate of the All-Union Scientific 
Research Institute of Standardization, and Candidate of Juridical Sciences P. 
Lakhno: "CEMA. Standardization Is an Important Means of Socialist Economic Inte- 
gration" ] 


[Text] The development of specialization and cooperation as advanced forms of the 
international socialist division of labor, as well as the extensive barter among 
the CEM\ member countries in practice is impossible without cooperation in the area 
of staneardization, the use of type designs and unification as a means of expedit- 
ing tue introduction of the latest achievements of scientific and technical prog- 
ress in production, and especially in the area of machine building. 


The system and tasks of CEMA organs on standardization, their rights and duties, 
the ways and means of achieving the set goals; the organization, the basic direc- 
tions and the procedure of the performance of work on standardization within CEMA; 
the types of standard documents of CEMA on standardization and the degree of their 
mandatoriness when being used and so on are stipulated by legal norms. 


The cooperation of the CEMA member countries on standardization has been carried 
out since the founding of CEMA. 


The adoption in 1971 by the 25th CEMA Session of the Comprehensive Program of the 
Further Intensification and Improvement of Cooperation and the Development of the 
Socialist Economic Integration of the CEMA Member Countries was a qualitatively new 
stage in the development of cooperation among the CEMA member countries (including 
in the area of standardization). This stage is characterized by the continuation 
of the elaborations of the previously adopted recommendations on standardization, 
but with allowance made for the specific assignments of the Comprehensive Program. 
The question of the determination of the technical, economic and legal criteria of 
the use of standard documents of CEMA on standardization, including the questions 
of the degree of mandatoriness of the documents and the principles of their direct 
use, was also raised. 


At the 28th CEMA Session (June 1974) the Statute on the CEMA Standard was passed 
and the Convention on the Use of CEMA Standards, which went into effect after rati- 
fication by all the CEMA member countries which had signed it, was approved.1 








The changeover to CEMA standards--documents of a mandatory nature as compared with 
recommendations--was of fundamentally great importance for the development of the 
multilateral cooperation of the CEMA member countries in the area of standardiza- 
tion. 


The adoption of CEMA standards is making it possible to abandon the elaboration of 
national standards for the same objects, which is making it possible not only to 
decrease the expenditures of the states, but also, which is very important, to ex- 
pedite the introduction of advanced know-how in production and to shorten by one- 
third to one-half the period of the assimilation of new works.2 


Let us cite several examples. Thus, the use of CEMA standards in the national econ- 
omy of Bulgaria will make it possible to decrease the expenditures on the elabora- 
tion ot Bulgarian state standards and to obtain annually a saving of 1 million levs 
on the condition that each year on the average 400 such standards will be intro- 
duced.3 In tle USSR the economic efficiency from the introduction of just one CEMA 
standard for diamond pastes in 1977 came to 300,000 rubles, while that from the in- 
troduction of the CEMA standard for diamond drills for drilling reinforced concrete 
items came to more than 300,000 rubles.4 The introduction in the USSR of CEMA 
Standard ST SEV 628-77 "Caterpillar and Wheeled Tractors. Pulling Classes" made it 
possible in 2 years in three consolidated natural production zones of the country 
to review about 25,000 versions of the optimum combination of tractors and agricul- 
tural equipment for the period to 1990. Similar work prior to the introduction of 
the CEMA standard took about 5 years in the Soviet Union. 


It was planned by the Comprehensive Program of Socialist Economic Integration to 
change over to the drafting of such general standard technical documents which, be- 
ing fulfilled on the basis of present achievements of science, technology and ad- 
vanced practical know-how, should be used directly. The CEMA standards became 
these documents. At present within the Council for Mutual Economic Assistance 
about 3,500 CEMA standards have already been approved. 


The legal nature of the CEMA standard as an enforceable enactment of the council is 
regulated by the Convention on the Use of CEMA Standards, which is their interna- 
tional law basis. The convention envisages for the member countries two spheres of 
the mandatory use of the CEMA international standards: a) contract law relations on 
economic, scientific and technical cooperation between the CEMA member countries; 
b) the national economy of all the countries. 


At the 28th CEMA Session, along with the signing of the convention, the Statute on 
the CEMA Standard was adopted. The statute was adopted because an entire set of 
operations on the planning, drafting and coordination of the standard for specific 
objects of coordination, which are being carried out both within the organs of the 
council and in the member countries of the convention, precedes the approval and 
putting into effect of each CEMA standard, while the previously existing procedure 
of performing such operations, which was used with respect to the CEMA recommenda- 
tions on standardization, was not able to satisfy the countries at the new stage. 
The statute was adopted with respect to organizational questions, which were con- 
nected with the content and the procedure of the drafting and approval of CEMA 
standards within the Council for Mutual Economic Assistance. At the same time the 
statute is also of definite importance for the countries themselves, since it con- 
tains the basic principles of the planning, drafting, coordination and approval of 
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CEHMA standards. For this reason the Executive Committee of the council adopted a 
decree (the 68th meeting, 21 June 1974), which recommends, in particular, to the 
interested countries when they perform work vu. standardization to be guided by the 
Statute on the CEMA Standard. 


In the convention there are understood by contract law relations the relations 
which arise in the process of implementing the multilateral and bilateral economic, 
scientific and technical cooperation of the member countries of the convention and 
their economic organizations on the basis of agreements, treaties and contracts on 
the specialization and cooperation of production, reciprocal deliveries, trade and 
services among the member countries of the conventions (Paragraph 3 of Article 1). 


Here the competent national organs and economic organizations of the member coun- 
tries should use the CENA standards when preparing, concluding and implementing 
within CEMA agreements, treaties and contracts on specialization, cooperation, re- 
ciprocal deliveries, trade and services among these countries, while observing at 
the same time all the norms and requirements of the CEMA standards. 


One must not draw from the provision of the convention concerning the fact that 
by the mandatory and direct (immediate) use of the CEMA standards there is under- 
stood their use by means of reference in the treaties, the erroneous conclusi vn that 
the CEMA standards are mandatory only in those instances when a reference to them 
is given in the treaties, that is, their mandatoriness depends on whether’ they 

are named in the treaties. The Comprehensive Program and the convention oblige the 
countries to ensure the use of the CEMA standards. The cited provision of the con- 
vention explains only how it should be implemented, namely by means of reference 

in the treaties. 


fhe lack of a reference to the CEMA standards in a treaty will be a violation of 
the Convention on the Use of CEMA Standards and will entail the ineffectiveness of 
the clause on quality (if it is at variance with the standard) in the concluded 
igreement. 


After the citing of references to a CEMA standard in agreements, treaties and con- 
tracts it is considered a clause on the quality of the commodity tc be delivered, 
which is mandatory for the partners. At the same time in connection with the fact 
that the norms and requirements of the CEMA standards will not always conform to 


the potentials and needs of the parties, the convention provides for the possibil- 
ity of a deviation from the standards which are recorded in the text of agreements. 
[hese deviations are permitted only on the condition of agreement with the parties 
of the given agreements, treaties and contracts (Paragraph 5 of Article 1). More- 
over, the permission of authorised organs of the countries which are partners of 
the agreements (as a rule, the urgans for standardization) is required fcr devia- 
tions, while the content of the deviations from the norms and requirements of the 


CEMA standards is recorded in the agreements. 


By the use of the CEMA standards in the national economy there is understood either 
the direct use of the CEMA standards as national standards without changes and 
redraftings or their introduction in the national standards on the condition of 

the assurance of the complete conformity of the indicators of the national stand- 
ards to the indicators of the CEMA standards with the retention of the requirements 
of interchangeability and technical compatibility. The national standards, which 








have been elaborated on the basis of CEMA standards, should have a notation which 
indicates conformity to the CEMA standards. 


The convencion does not establish in what way the conversion of the approved CEMA 
standard into a national law is accomplished--this is a domestic matter of each 
state. In the convention it is a question only of two different types of the com- 
ing into force of the CEMA standard within the national economy of the countries: 
1) as an original CEMA standard, which assumes the form of a national standard; 

2) as a component of the national standard. 


All the basic questions, which are connected with the use in the countries of the 
approved CEMA standards, with the rights and duties ot state organs and organiza- 
tions with respect to these standards, are settled for the most part in speciai de- 
crees which were adopted for the purpose of ensuring the meeting of the obliga- 
tions which ensure from the Convention on the Use of CEMA Standards. 


In accordance with the decree of the USSR Council of Ministers of 21 March 1975, 

the CEMA standards, which have been approved in accordance with the procedure estab- 
lished by the Council for Mutual Economic Assistance with the participation of the 
Soviet party, as well as the CEMA standards, which the Soviet party supported after 
their approval by CEMA, are liable to mandatory use in the USSR national economy di- 
rectly or as a component of the state standard. By this decree the USSR Council of 
Ministers commissioned the USSR State Committee for Standards to draw up and ap- 
prove the necessary rules which regulate the procedure of the use of CEMA standards 
in the sphere of the national economy and the contract law relations with the CEMA 
member countries, enlisting for this the appropriate ministries and departments. 


The right to settle all questions connected the participation of the Soviet party 
in the approval of CEMA standards has been granted to the USSR State Committee for 
Standards. 


The questions of the effect of CEMA standards in scope and by subjects in principle 
were settled by the decree, since ail the rules concerning state standards (GOST's) 
are also in effect for the CEMA standards which are being used in the USSR national 
economy as state standards. Consequently, these CEMA standards are mandatory for 
all USSR enterprises, organizations and institutions of union, republic and local 
subordination in all the sectors of the national economy of the USSR and the union 
republics. 


Tre CEMA standards are used directly as GOST's without changes and redraftings, if 
there is no GOST for the same object or if in the CEMA standard higher quality in- 
dicators, technical norms, characteristics and demands on the object of standardiza- 
tion are established as compared with the prevailing USSR State Standard and its 

use in the USSR national economy makes the revision and drafting of technical spe- 
citications for the corresponding object necessary. 


The putting of the CEMA standard into effect directly as a state standard is ac- 
complished by a decree of the State Committee for Standards. The effect of the 
state standards for the same object of standardization ceases when the CEMA stand- 
ard is put into effect. 


le 











[he CEMA standards are introduced in the state standards in the following instances: 


a) when the GOST's establish the norms, rules and requirements of an organization- 
al methods nature and general technical norms, rules and requirements and are sys- 
tems of the state standards which are in effect in the country (for example, the 


GSS--state system of standardization, SSBT--the system of standards of labor safety 
and others); 


b) when the CEMA standards contain references to CEMA recommendations on standard- 
ization and to CEMA standards which were adopted in conformity with the Temporary 
Statute on the CEMA Standard (which was in effect until the adoption of the Statute 
on the CEMA Standard of 1974). In this case the content of the CEMA standards and 
CEMA recommendations, to which references are given, is included in the GOST's; 


c) when the GOST's establish individual specific requirements, which are in effect 
in the USSR and have not been adopted in the CEMA standards (the designation of 


grades of steel, systems of conventional designations of fasteners, tools, hydrau- 
lics and others); 


d) when the GOST's establish individual indicators, norms, characteristics and re- 
quirements, which should be retained in the USSR state standard with allowance made 
for the interchangeability and technical compatibility of items. 


The introduction of the CEMA standard in the USSR State Standard in practice is 
accomplished by making changes in the GOST. The introduced CEMA standard takes ef~ 
fect at the time of the adoption of the corresponding decree of the State Commit- 
tee fdr Standards. The USSR State Standard, in which the CEMA standard has been 
introduced, should have its own designation with the addition in parentheses of the 
designation of the CEMA standard, for example: "GOST 26490-76 (ST SEV 145-76)." 


[t must be emphasized that the direct use of CEMA standards in the national economy 
of the countries is the most advanced and optimum form of the implementation of 
these documents, since the need for the revision of national standards disappears 
and, consequently, the assets being spent on this revision are saved. 


The CEMA standards cease their effect in the USSR in connection with their repeal, 
in connection with the placement into effect of a newly approved CEMA standard in 
place of the one previously in effect or in connection with the expiration of the 
period for which them were issued. The date of the cessation of the effect of the 
CEMA standard in the USSR is set by the State Committee for Standards and should 
coincide with the date of the repeal of the CEMA standard, which has been set by 


the CEMA Permanent Commission for Standardization. 
FOOTNOTES 
1. Eight CSMA member countries: Bulgaria, Hungary, the GDR, the Republic of Cuba, 
the MPR, Poland, the USSR and the CSSR, signed the convention. In 1980 the SRV 
associated itself with it. In the USSR the convention was ratified by the 
Ukaze of the Presidium of the USSR Supreme Soviet of 17 September 1974 (VEDO- 


MOST1 VERKHOVNOGO SOVETA SSSR, No 39, 1974, Article 645). 
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TRADE WITH INDUSTRIALIZED COUNTRIES 


BRIEFS 


SOVIET LICENSING AGREEMENTS--Moscow's Lizenzintorg headquarters has concluded 
a licensing agreement with the Swedish firm of Jofa AB on production techno- 
logy of protective gear for ice hockey players. A cooperation agreement on 
the manufacture of this gear was also signed. In addition, Jofa AB will also 
deliver the equipment for a specialized manufacturing plant in Moscow which 
is to turn out 3,000 protective suits for hockey players in the future. 
l.izenzintorg has purchased the license for a process of sewing slacks, skirts 
and jackets made of jeans material and corduroy from the Italien firm of 
Calcificio Torinese. The appropriate equipment will mainly be coming from 
the Italian firm of Rimoldi. [Text] [Bonn DIE WIRTSCHAFT DES OSTBLOCKS in 
German 26 Aug 82] 9478 


NATURAL GAS TALKS--The Moscow Soyuzgasexport Foreign Trade Administration 
will start negotiations with Spanish and Greek firms during the next few 
months on Soviet deliveries of natural gas on the basis of long-term agree- 
ments. Before the end of -his year, negotiations are also likely to start 
with Turkish authorities. [Text] [Bonn DIE WIRTSCHAFT DES OSTBLOCKS in 
German 26 Aug 82] 9478 


ALUMINA PLANT IN GREECE--The Soviet Union has turned over plans for the 
construction of an alumina plant in Greece to the Greek Bank for Industrial 
Development (Etba). The cost of constructing the plant has been set at 23 
billion drachmas. During the first phase of operation, the plant is to 
produce 600,000 tons of alumina annually. In case a contract is signed, the 
Soviet Union would purchase substantial amounts of alumina from the plant, 
[Text] [Bonn DIE WIRTSCHAFT DES OSTBLOCKS in German 26 Aug 82] 9478 


ITALIAN COMPONENTS FOR PIPELINE--On the basis of a contract signed last spring 
with the Mashinoimport administration in Moscow, the Italian firm of Sace has 
been delivering protective covers for motors and medium voltage switches for 
the 19 compressor stations along the Urengoj-Uzhgorod gas pipeline which is 
being built with the participation of Italian firms. Soviet authorities have 
recommended that the French consortium which obtained a contract for 21 of 

the compressors stations also use the Sace switches. Total deliveries by 

the Italian firm thus will amount to some $20 million. [Text] [Bonn DIE 
WIRTSCHAFT DES OSTBLOCKS in German 26 Aug 82] 9478 











TECHNOLOGY FOR JAPAN, FINLAND--The Japanese firm of Nagosa Oil and the Finnish 
firm of Pricha have obtained Soviet production technology for the DRK adhe- 
Sive from the Lizensintorg administration in Moscow. DRK is obtained from 
shale only in the Soviet Union. At the same time, delivery agreements on 

raw materials for adhesive production were concluded. DRK is used as an 
adhesive in wood and metal construction as well as in plywood and heat insul- 
ating materials. [Text] [Bonn DIE WIRTSCHAFT DES OSTBLOCKS in German 2 Sep 
82] 9478 


TALKS WITH WEST GERMANS--The West German firm of Hofmann Brothers has initiated 
talks on the delivery of ma:hinery for balancing gas turbine rotors with the 
Soviet authorities. In col!aboration with experts from the Moscow Ministry 

of Automotive Industry, the firm has recently developed a machine for balanc- 
ing electric motor rotors which is to be produced under an industrial coopera- 
tion agreewent in the future. [Text] [Bonn DIE WIRTSCHAFT DES OSTBLOCKS in 
German 2 Sep 82] 9478 


METAL PROCESSING MACHINERY--The Newzealand firm of C. W. F. Hamiltaon Co Ltd 
will get delivery from Stankoimport of lead screw and hoist screw machinery 

as well as grinding machines worth 350,000 rubles this year. [Text] [Bonn 

DIE WIRTSCHAFT DES OSTBLOCKS in German 2 Sep 82] 9478 


HUNGARIAN PHARMACEUTICAL PLANT--On behalf of Pharmacie-Central Algerienne, 
the Hungarian Chemokomplex Foreign Trade administration conducted a feasibil- 
ity study on the construction of three almost identical pharmaceutical plants 
in Algiera. Chemokomplex was asked by Algiera to submit a non-competitive 
bid for the construction of the first of the plants in the form of a draft 
contract. The cost of the Hungarian study was $120,000. [Text] [Bonn 

DLE WLRTSCHAFT DES OSTBLOCKS in German 2 Sep 82] 9478 


HUNGARIAN-WEST GERMAN COOPERATION--The Budapest Clothing Company has concluded 
a cooperation agreement on the production of blankets, pillows and sleeping 
bags which are to be filled with Hungarian down and goose feathers with IBV- 
Betten-Union with the assistance of Intercooperation Trade Facilitation Co. 
This cooperation agreement marks the first time that Hungarian bedding will 

be exported. [Text] [Bonn DIE WIRTSCHAFT DES OSTBLOCKS in German 2 Sep 82] 
9478 


BRAZILIAN SECTION--Following the establishment of an Indian, an Arab and an 
Iranian section, the Hungarian Chamber of Commerce has now opened a Brazilian 
section which is to be responsible for increasing Hungarian exports to Brazil 
and for balancing bilateral trade. Hungarian exports last year totaled just 
under $30 million while imports exceeded $200 million. [Text] [Bonn DIE 
WIRTSCHAFT GES OSTBLOCKS in German 2 Sep 82] 9478 


FINNISH WINE BARRELS--For the first time ever, the Moscow Technoproimport 
administration has ordered fermeting barrels for sparkling wine from the 
Finnish firm of Oytokumpu Oy worth 3.3 million rubles. The different-sized 
barrels can hold between 25 to 100 cubic meters. [Text] [Bonn DIE WIRTSCHAFT 
DES OSTBLOCKS in German 2 Sep 82] 9478 








SOVLET PARTICIPATLON--The Soviet Union may play a part in Denmark's rail 
electrification program. By the end of this year, the Soviet Union will 
subunit a list of machinery, equipment and materials it could supply for this 
purpose. Agreement on this was reached at a recent meeting of a bipartite 
working group for economic and industrial cooperation in Copenhagen. Soviet 
exports to Denmark, which totaled $350 million last year, consisted almost 
entirely of petroleum and petroleum products. [Text] [Bonn DIE WIRTSCHAFT 
DES OSTBLOCKS in German 2 Sep 82] 9478 
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GENERAL 


EVOLUTION OF CAPITALIST MONETARY SYSTEM 


Moscow IZVESTIYA AKADEMII NAUK SSSR: SERIYA EKONOMICHESKAYA ia Russian No 4, 
Jul-Aug 82 pp 126-139 


[Article by T. N. Cherkasova: "The Monetary System of Capitalism: Some Problems 
of Contemporary Evolution"] 


[Text] The so-called key components of the international capital- 
ist monetary mechanism--gold, the American dollar and special draw- 
ing rights--are analyzed. The substantial changes of their place 
and role in this mechanism in the 1970's is revealed. The causes 
and nature of the current changes in the structure of international 
liquidity are revealed and the possible trends of the further evo- 
lution of the monetary mechanism of the world capitalist economy in 
subsequent years are traced. 


The intensively developing process of the internationalization of the economic life 
of the capitalist countries at the same time also implies a substantial increase of 
the dependence of their national ecouomies on foreign economic factors, including 
monetary factors. These factors have a very strong influence on the entire course 
of the reproduction process. Being prone to constant outbreaks of crises, the sys- 
tem of monetary relations continues to remain one of the serious destabilizing fac- 
tors of the development of the capitalist economic system. Under these conditions 
bourgeois economic thought is devoting increasing attention to the problems of the 
functioning of the monetary mechanism, striving to work out a global monetary strat- 
egy which it would be possible to take as a basis for the practical activity of the 
capitalist states. 


The untenability of the Bretton Woods System, which revealed ‘tself most distinctly 
at the turning point between the 1960's and 1970's, induced bourgeois economists to 
draw up specific plans of its reform. The many years of research in this direction 
were crowned by the decisions of the Jamaican Monetary Conference, which was held 
in January 1976 in Kingston. In many ways taking into account the realities which 
had already formed in the monetary sphere, the conference made a number of amend- 
ments in the charter of the International Monetary Fund, which adjust the monetary 
mechanism, and thereby predetermined the main directions of its subsequent evolu- 
tion. 


Below we will examine some questions concerning the so-called key components of the 
monetary system of capitalism--gold, the American dollar and "special drawing 
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rights" (SDR's). In the plan of this anuiysis we will attempt to reveal the nature 
and causes of the structural changes occurring in international liquidity and to 
give a prognostication of the development of the monetary mechanism. 


The Decisive Attack on Gold. If we take a retrospective look at the place which 
gold held in the monetary system of capitalism and the role which it played in it, 
it is possible to single out at least three most important stages. 


At the first stage--from the middle of the 19th century to the 1930"’s--gold had ex- 
clusively the status of world money (the so-called era of "the gold standard"). 
Since the monetary mechanism was international in its essence, gold, which does not 
have, to use the figurative expression of K. Marx, “national uniforms," acted as 
the means of international settlements, which fit this mechanism most adeyguately. 
Powever, the question of the role of gold in international settlements was already 
being discussed during that period. /md in these discussions such prominent bour- 
geois economists as A. Marshall, L. Walras, F. Edgeworth, N. Pearson and L. Fisher 
opposed the monetary monism of gold, believing that a system based on the bimetal- 
lism of gold and silver is more flexible. 


[he second stage, which lasted from the mid-1930's to the mid-1970's, was marked 

by the loss by gold of its exclusive status as world money. In addition to it the 
American dollar acquired the status of the world capitalist currency, in accordance 
with the decisions of the Bretton Woods Conference (1944). Moreover, a subordinate 
role with respect to the dollar was assigned to gold in the capitalist monetary 
system. Its price was fixed in dollars, while the pars of exchange, which are ex- 
pressed in gold, are determined indirectly, through the preliminary comparison to 
the dollar. Not only a change of the place of gold in the monetary system, but 
also a substantial modification of its role as a world currency are characteristic 
of this stage. 


First of all, gold has practically ceased to be used as a universal means of pur- 
chase. The dollar, which during that period served nearly two-thirds of the world 
capitalist commodity turnover, is becoming the main currency in international 
settlements. This circumstance was due for its most part to the fact that the 
United States until the late 1960's held not only an important, but essentially the 
decisive place in the foreign trade balances of its partners. And under these con- 
ditions the dollar had the status of the world capitalist currency and was actively 
used by the capitalist countries in foreign trade transactions. 


The once exclusive function of gold as a universal means of payment also underwent 
substantial transformation. In addition to it, to finance their balance of pay- 
ment deficits the capitalist states tegan to use convertible currency from the na- 


tional reserve and borrowed capital and, beginning in 1970, SDR's as well. But 
such countries as the United States and England paid their debts in their national 
currency, which has the status of reserve currencies. The proportion of gold in 
the balancing of the balances of payments of the capitalist countries, according to 
the calculations of Soviet economist S. M. Borisov, in the 1950's amounted to only 
i4-16 percent [3]. And in subsequent years it decreased even more. And whereas 


up to the early 1970's gold was still used for balancing the balances of payments, 
since 1971 it has practically disappeared from the sphere of international settle- 
ments. This phenomenon to a considerable extent was connected with the steadily in- 
creasing gap between the official and market price for it. Moreover, under the 





pressure of the United States an understanding, which prohibits the central banks 
trom making transactions with gold at its market price, was reached among the capi- 
talist countries.~ In the situation which had formed the capitalist states pre- 
ferred to freeze" their gold reserves, since it became extremely unprofitable to 
make foreign settlements at its official price. 


Thus, gold is gradually losing the most important functions of world money--as a 
universal means of purchase and payment. True, it still retained the functions as 
a means of accumulation (the central banks and international financial organiza- 
tions still have considerable gold reserves) and as a measure of value (since the 
gold parities of currencies were still retained). However, the above-examined 
changes already attested to the active process of the demonetization of gold in the 
foreign economic sphere. 


The third stage, which marks the further evolution of gold in the system of interna- 
tional settlements, commences with the Jamaican Monetary Conference in January 1976 
and the subsequent ratification of its decisions in 1978. In conformity with these 
decisions the following basic amendments, which concern the status of gold in the 
reformed world capitalist monetary system, were made in Section IV of the Charter 

of the International Monetary Fund (IMF). 


First, the official price of gold was abolished. The IMF member countries came to 
the agreement not to fix its price in the future and not to take special steps to 
influence the market situation. 


Second, the gold parities of currencies were abolished. Henceforth the countries, 

which were not adhering to the system of "floating,"3 could tie their currencies to 
other national currencies or SDR's, as well as could determine their parity on the 

basis of what is called a “basket™ of currencies. 


Thus, the decisions of the Jamaican Conference are further steps in the direction 
of the realization of the idea of the final demonetization of the yellow metal, 
which was being nurtured by the ruling circles of the western powers, and first of 
all the United States. With the abolition of the gold parities of currencies goid 
lost another of its most important monetary functions, namely: it also ceased to 
function as a measure of value, that is, as the basis for determining the value of 
national currencies in international exchange. 


On the theoretical level all this casts doubt on the legitimacy of the further char- 
acterization of gold as a world currency in the capitalist economic systen. 


In this respect the author shares the opinion of a number of Soviet economists, in 
accordance with which the current modification of the place and role of gold in 
the monetary system of capitalism is connected with its gradual loss of the status 
of the world currency. 


Indeed, gold still continues to remain an international reserve monetary asset, but 
its further fate in this monetary function in many ways will depend on how the fol- 
lowing questions will be settled in monetary practice: how will the IMF, in the 
accounts of which in 1975 there were 150 million ounces of gold ($6 billion), dis- 
pose of the gold stocks, and what will the policy of capitalist states be with re- 
spect to their national gold reserves? 








As t the fate of in the IMF, 


the gold concentrated 


the agreement reached at the 


Jamaican Conference provided for a number of specific steps on the further decrease 


of its role as reserve assets. 


First, 


in accordance with a new article of 


the IMF 


Charter, the IMF member countries are ceasing to make payments to it in gold (pre- 


viously these payments made up 25 percent of the quota). 


gold s.ock of the fund (25 million ounces) is to be 
tries in proportion to their quotas at the official 
will be sold over 4 years at auctions at the market 
the sale will go for p-soviding financial assistance 


Second, one-sixth of the 
returned to the member coun- 
price, wnile another sixth 
price. The profit derived from 
to developing states.? 





Starting in June 1976 the International Monetary Fund began the 
the 4-year program of selling off its gold, which was completed 
(Table 1). 


implementation of 
in May 1980 














IMF Transactions With Gold in 1976-1980, Millions of SDR's 
1976 1977 1978 1979 1980 Total 
Distribution of gold among countries at the 
official price*. ........0.20e6eee.c0-8 5 417 213 203 25 85% 
Sale of gold at auctions at the market price . 414 761 1111 1582 829 4697 
177 550 856 1387 766 3736 


Derived profit .....-+-+.-e-+-+-se ec © « » 


The distribution of the gold among the countries was carried out in equal portions 
for 6.25 million ounces in four rounds: in january 1977, December 1977, Decem- 
ber 19/78 and December 1979-January 1980. 


Source: IMF, INTERNATIONAL FINA! CIAL STATISTICS, October 1980, p 39 

\fter the conciusion of this program of distributing the gold stock of the IMF the 
question of the fate of its remainder (approximately 104 million ounces) remained 
open. Discussions on this question, in which the majority of experts are disposed 


in the direction of the expansion of the practice of selling off the goid at auc- 
tions, are presently under ‘ircles. In their opinion, the halt of 
the fering of the yellow metal on the of the IMF is fraught with a sharp 
rise in its market price. Moreover, they indicate, the continuing increase of the 
if continues, will lead to the further deterioration of 


way in economic 


of part 


prices for petroleum, it 


the financial position of the petroleum-importing developing countries and will 
cause an acute need for the financial support which had been given to them by means 
of the sale of gold on the free narket [9, p 29]. 

However, an even more uncertain and contradictory situation is arising in respect 
to the ture ite of the gold reserves of the capitalist states. 

\t one time a plan of the gradual transfer of the yellow metal from the national 
reserves to the free told markets and its dispersal in the hands of private indi- 


bourgeois economists. A special 
which would be created for this purpose w thin th F, should 
drive belt in transfer. Through this fund the member 

ries should have exchanged the gold belonging to them for a foreign currency 


viduals and companies was advanced by a number of 
af ¢ LA) 
lacement fund, 


rey] 
ive served as the such a 








yx SDR's at its official price. Then the IMF sells this gold on the market, while 


it divides the derived protir. between itself and the country which had deposited 
the gold in the proportion agreed upon by them [8]. 


his plan, which expressed, undoubtedly, the official policy of Washington in this 


ter, for the present is still far from practical implementation. Under the con- 

itions of increasing inflation, the depreciation of national currencies, as well 
is the unstable political situation many countries see in gold the most reliable 
liquid asset, which protects their national reserves against depreciation, and do 
not wish to part with their gold stocks. At the end of 1981 the gold stocks of 

he central banks of the capitalist states amounted to 29,000 tons, of them the 
United States accounted for 8,200 tons, the FRG--2,900 tons, France--2,500 tons, 
witzerland--2,600 tons and I[taly--2,000 tons [9, p 13]. 


in spite of the fact that the Jamaican Agreement repealed the previously existing 
ban on transactions on the buying and selling of gold between central banks, the 
latter for the present are refraining from them, using gold only as collateral for 
obtaining credit. If with time such transactions are nevertheless adopted in in- 
terbank practice, as American economist J. Williamson noted with alarm, this will 
reverse the occurring process of the demonetization of gold [11]. 


in striving for the gradual implementation of its monetary policy with respect to 
the complete supplanting of gold in the sphere of international settlements, the 
United States made a decision on conducting beginning in April 1978 monthly 
auctions for its sale.© During the period of 1978-1979 the U.S. Treasury sold 

500 tons of geld, and 365 tons of them were sold in 1979, when the question of sup- 
porting the dollar had become especially acute [9, p 5]. However, the increase of 
the prices for gold in iate 1979 and early 1980 noticeably increased the conversion 
of the American currency into it. In late 1979 the Treasury abolished the prctice 
of regular monthly auctions, having arranged the conducting of them only occasion- 
ally. 


Canada announced the decision to sell in 1980 3i tons of gold from its reserves. 
The practice of selling gold for the central bank of the Republic of South Africa, 
which carries it out primarily in the form of Krugerrands (the weight is a Troy 
ounce), is traditional. In 1980 and 1981 respectively 97 and 121 tons were sold. 


All these actions on the sale of gold pursued twofold goal: tirst, to diversify a 
nortion of the monetary gold into a conventional commodity and, second, to drive 

do m the market price of the yellow metal. However, as practice showed, this 
transfer of gold from the centralized reserves to the private markets was not able 
to influence its market price, which up to 1980 tended to steadily increase. In 
this connection the analysis of the factors, which vetermine the present dynamics 
of the prices for gold, is of great theoretical and practical importance. It makes 
it possible not only to assess the present situation on the market of the yellow 
metal, but also to forecast the subsequent trends of its development [17]. 


1982 


1976 1977 1978 1979 1980 .~"* . 
—_— March) 


a — = a ——— — 


Price of 1 Troy ounce of gold on the free 
market, dollars at the end of the year. .. 135 1€5 226 512 589 361 








fhe dynamics of the prices for gold is governed, in our opinion, by two basic fac- 
tors: the costs of its production and the market ratio of supply and demand. As 

to the former, fundamental factor which forms the price, at the present stage an 
appreciable increase, which is objectively also built into the price, is character- 
istic of it. Thus, the operating expenses in the gold mining industry of the Re- 
public of South Africa--the main producer and supplier of gold in the capitalist 
world’--increased from $52 per Troy ounce in 1974 to $132 in 1979 [12]. As we 

see, this trend directly corresponds to the trend of the increase of the prices for 
gold on the world market. And still the nearly fourfold increase of the market 
prices for it is due to not just the increase of the production costs. It was con- 
nected to a considerable extent with the excess of demand over supply. In the past 

> years the demand for gold has constantly led its supply; and if we forecast the 
subsequent developnicnt, to all appearances the indicated trend will also be main- 
tained in the future. Incessant inflation, which is undermining the confidence in 
national currencies, will first of all promote this. After the period of relative 
price stability inflation at present has swept over Japan and the main West European 
countries, including Switzerland and the FRG. In 1979 the price of gold increased 
by 126 percent with respect to the dollar, by 122 percent with respect to the Swiss 
franc, by 113 and 178 percent respectively with respect to FRG marks and the Japan- 
ese yen [9, p 50]. In this situation gold is regarded as the most reliable liquid 
asset. 


The steady increase of the consumption of gold in production is another factor which 
exerted and will exert pressure on demand. During the period from 1974 to 1979 it 
increased f'om 708 tons a year to 1,060 tons. And no increase of market prices is 
curbing this consumption. 


Finally, one should also take into account such a factor as the long-term increase 
of the prices for petroleum, which has as its consequence considerable dollar ac- 
cumulations by the petroleum-exporting countries. Under the conditions of the 
steady depreciation of the dollar the desire of these countries to diversify their 
reserves in favor of a more stable foreign currency and gold is quite understand- 
able. It is quite possible that the OPEC countries will become in the next few 
years an important source of the increased demand on the market of the yellow metal. 
And although for a long time there were no official data on the purchases of gold 
by these countries, reports that they have been using an increasing proportion of 
their profits precisely for these purposes, quite often slipped into the western 
economic press. And then, of course, in 1980-1981 such data appeared for the first 
time in the past decade. According to them, the gold purchases of the OPEC coun- 
tries amounted to 385 tons. 


As to the possible changes on the part of the supply of the yellow metal, it can 
hardly achieve such a level so as to exceed the steadily increasing demand. As has 
already been shown, the sales of gold from the stocks of the IMF and the central 
banks of a number of capitalist countries did not have a noticeable influence on 

the dynamics of its market price. One should not count on the expansion of the mar- 
ket by means of the precious metal which is being newly mined in the capitalist 
world. The data on the annual production of gold attest that over the entire past 
decade it steadily declined (Table 2). 


Speculation in gold, which is governed entirely by the market fluctuations of mar- 
ket prices, also has a definite influence on the dynamics of gold supplies. 











Gold Production in the Capitalist World in 1971-1981, Tons 
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1971 1973 1975 1977 1979 + =1981 





Total. «eee eee ec eee ew ew wo wo ow LOSS 1121 954 972 962 927 


including: 

Republic of South Africa ....... 976 855 713 670 703 660 
CaomeGGh «cs ecevsvneeenee eevee 69 60 51 54 49 47 
United States. ......+-e+-+ ees 46 36 32 32 28 31 


Other countries. ........e 28 ees. 144 170 158 216 182 189 


Source: IMF, INTERNATIONAL FINANCIAL STATISTICS, October 1980; Consolidated Gold 
Fields Ltd., "Gold," 1980, p 15; J. Aron, "Precious Metals," GOLD STATISTICS AND 
ANALYSIS, December 1981/January 1982, p 22. 





The conducted analysis of the basic factors, which under present conditions influ- 
ence the dynamics of the market prices of gold, makes it possible to draw the con- 

clusion that the long-range trend consists in their increase. And if for certain 

reasons or others during individual periods a decrease of the prices for gold oc- 

curs, it will hardly be a lengthy, stable process. 


Although the increase of the prices for gold during the present period is taking 
place in essence on a market which is isolated from the sphere of international 
settlements, it nevertheless is having a definite influence on the monetary posi- 
tion of the capitalist countries. First of all it is providing a mighty stimulus 
to the speculative conversion of dollars into gold, thereby undermining the posi- 
tions of the American currency--the main means of payment of the capitalist coun- 
tries. Precisely for this reason many countries, notwithstanding the strategy of 
the further demonetization of gold, which was proclaimed by the Jamaican Conference, 
are formulating their own monetary policy with the very careful consideration of 
the trends which are forming on the market of this precious metal. The unprece- 
dented increase in the prices for gold, which occurred in the late 1970's and 

early 1980's, forced a number of bourgeois economists, at one time zealous advo- 
cates of its demonetization, to admit that the question of the further fate of gold 
ani its role in the international monetary system is being soived very ambiguously 
ani so far remains to a certain extent open. 


Summarizing the examination of the question of the role and place of gold in the 
modern 'Jamaican'' monetary system, it is possible to state that they are changing 
substantially in connection with the occurring demonetization of the yellow metal. 
However, this process itself is by no means connected only with the volitional de- 
cisions of the ruling circles of the western powers. Their policy with respect to 
gold to a considerable extent reflects the processes which are objectively taking 
place in the world capitalist economy. And the main cause of the supplanting of 
gold from the sphere of international settlements should, in our opinion, be sought 
in the substantial intensification of the processes of the socialization of capi- 
talist production during the postwar period on both the national and the interna- 
tional levels, as well as the processes which are developing under the conditions of 
the further aggravation of all the economic and political contradictions of capi- 
talism. The intensifying internationalization of the monetary mechanism of the 





capitalist economic system and the ripening of the conditions for the use of supra- 
State, collective forms and means of its regulation are connected precisely with 
these processes and their peculiarities during the present period. All this is 
creating definite opportunities for the making of more or less substantial adjust- 
ments in the functioning of the monetary mechanism. This is on the one hand. But 
on the other, the crisis of the monetary system, which is assuming especially pain- 
ful torms against the background of the aggravation of the general crisis of capi- 
talism, is already giving rise to the need for adjustments of this type. 


It is also impossible not to take into account the changes in the structure of pro- 
duction itseif, which are occurring under the influence of scientific and techni- 
cal progress and are being manifested, in particular, in the considerable expansion 
of the latest capital-intensive and science-intensive sectors, such as electronic 
engineering, electrical engineering, the aerospace sector and others. These sec- 
tors, due to the peculiarities of the output produced by them, are broadening the 
ranges of the consumption of gold in production, which in turn makes it compulsory 
to narrow the sphere of its monetary use. Over the entire past decade the use of 
gold in industry, jewelry making and dentistry has exceeded its annual production. 
In 1978 and 1979 this excess amounted respectively to 272 and 30 tons. 


However, regardless of this the increase of the socialization of capitalist produc- 
tion in itself its responsible for the shortage of gold for tie purposes of its 
monetary use in the foreign economic sphere. As is known, the present level of the 
socialization of capitalist production is characterized by the active overflow of 
this process beyond the framework of national economies and by the noticeable 
strengthening on this basis of the internationalization of productive forces. Evi- 
dence of this is the rapid development of international production cooperation, 
especially within multinational corporations. In turn, the processes of the inter- 
nationalization of the economic life of the capitalist countries found expression 
in the considerable intensification of the foreign economic exchange (along the 
lines of foreign trade, the movement of capital, services, the migration of man- 
power and others). In such a situation it was found that gold in the case of its 
low tixed price of S35 (and later $42) per Troy ounce was not able to perform in 
any way actively the functions of a means of purchase and payment simply due to 

its inadequacy. And hence the problem of the replacement of gold in these func- 
tions by other international assets also objectively arose. Indeed, at one time 
France proposed another alternate version of the increase of international liquidi- 
ty--by means of the increase of its gold component through the establishment of 
higher prices for gold. However, subsequently it also renounced its orthodox views 
in this matter. An increase, be it even a significant one, of the price for gold 
cannot resolve the problem for the reason that the inflation, which in recent dec- 
ades swept over the capitalist world, would require the constant revision of the 
price of gold, which would follow the rate of the inflationary depreciation of mon- 
ey. But this, in turn, would be equivalent to its loss of the function as a meas- 
ure of value. Thus, neither the possible increase of the production of gold nor 
the increase of its official price eliminates the problem of the further decrease 
of its role in the monetary system of capitalism. 


Finally, the socialization of capitalist production acts as an objective material 
basis for the formation of the international level of the regulation of Lhe mone- 
tary and financial sphere. The strengthening and close interconnection of the mone- 
tary relations of different countries inevitably lead to an increase of the 





depeadence ctf the monetary status of one country on the monetary situation in other 
countries. The stabilization of the monetary system is developing into a general 
problem, the solution of which rests not only with the ruling circles of individual 
countries, but also with international monetary and financial organizations which 
have been specially founded for this. Special conferences, as well as meetings at 
the level of ministers of finance and heads of state are being devoted to the ques- 
tions of the elaboration of a common monetary strategy and the coordination of the 
activity of the capitalist countries in this area. Under these conditions the ob- 
jective prerequisites of the creation of collectively controlled international 
monetary assets are forming. Gold, the production and distribution of which remain 
the prerogative of individual states, no longer acts as a flexible means of inter- 
national settlements which, what is the main thing, adequately fits the existing 
system of the interstate and suprastate regulation of monetary relations. 


From everything said above it follows that the gradual supplanting of gold from the 
system of monetary interrelations of capitalism, while having an objective basis-- 
the further socialization of production--is a quite natural process. At the same 
time the increasing unevenness and contradictoriness of capitalist reproduction also 
are imparting to this process a very complicated and contradictory nature, owing to 
which it is possible to expect that it will be quite protracted. 


The Strong Positions of a "Weak" Dollar. Starting in the mid-1960's many bourgeois 
economists began to admit more and more often that the system based on the American 
dollar should inevitably collapse and the sooner western politicians find a replace- 
ment for the dollar standard, the better. Professor Robert Triffin of Yale Univer- 
sity, citing the fatal consequences for the capitalist economic system of the col- 
lapse of the gold standard in the 1930's, made the appeal to remember the well-known 
statement of George Santayana, who said: "Whoever does not learn from the mistakes 
of history, is doomed to repeat them." And indeed, the practical experience of sub- 
sequent years confirmed these apprehensions. 


Until the mid-1960's the dominant position of the United States in the economy of 
the capitalist world promoted the increase of foreign economic exchange and the 
relatively normal functioning of the international monetary system. But the tenden- 
cy for the economic positions of the United States to weaken emerged after the mid- 
1960's, while in the early 1970's it had already come clearly into view. The de- 
crease of the rate of economic growth and the intensification of inflationary proc- 
esses with the simultaneously increased competition on the part of the countries 

of Western Europe and Japan were also not slow in affecting the foreign economic 
spiere. The decrease of the competitive ability of the United States on foreign 
markets led to the increase of its foreign trade deficit, to crises of the balance 
of payments and as a result of this to the weakening of the international positions 
of the American dollar. 


In December 1971 and March 1973 the U.S. dollar for the first time during the post- 
war period was subject to two devaluations and thereby discredited itself as a 
world currency. As a step in response the governments of many capitalist countries 
established "floating" exchange rates of their currencies with respect to the dol- 
lar. With the abolition in April 1978 of the official price of gold the dollar in 
much the same way as other currencies also began to "float." Recent years have 
been characterized by its steady deprecisiion on the exchange markets (Table 3). 
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Exchange Rates of Basic Capitalist Currencies (Per U.S. Dollar at End of Year) 





1974 1976 1978 1980 1982 (March) 








West German mark. ........ «2 « « « «© 20641 2.36 1.83 1.96 2.00 
Japanese yen. .....+4-+-e«+-+-e¢ «2 «2 « « 3Ol 293 194 203 201 

Swiss franc . .....e« «6 © © © © © «© © © ©) 62054 2.45 1.62 1.76 1.87 

SDR's . 2. 2 we ew we ew we ew ww ew ew hw wl e)|l 682 «600860 «20.77~=«CO0t. 78 0.80 
Source: IMF, INTERNATIONAL FINANCIAL STATISTICS, October 1980, p 9; BYULLETEN' INO- 
STRANNOY KOMMERCH OY INFORMATSIL, No 28, 1982. 


The "floating" of the depreciating dollar is advantageous to the United States, 
since in essence it makes it possible to take advantage of the devaluation effect. 
The depreciation of the dollar, by checking imports and stimulating exports of the 
country, acts as an important tool of its foreign economic expansion. The forma- 
tion of exports by encroachment upon the interests of its partners has become the 
rule for the United States. The support of the "floating" of the depreciating dol- 
lar was actually elevated by Washington to the rank of its official monetary policy. 
At one time Henry Reuss, head of the Joint Committee on Currency and Payments, 

very bluntly specified this position of the United States: "The Congress simply 
will not approve of the so-called ‘reform’ which should draw the United States into 
a system of fixed, but regulated exchange rates with the possibility of the float- 
ing of currencies only in exceptional instances.... We are making it clear that 

in our choice we will settle on the floating of our currency" [13]. 


The monetary conference held in Jamaica legitimized the practice of "floating," 
which had already become widespread, having granted the countries complete freedom 
in the choice of a monetary system. 


The depreciation of the dollar, which has been encroaching upon the interests of 
the trade partners ot the United States, has been forcing them for long years to 
make constant monetary interventions in its support, in order not to permit those 
extreme limits of depreciation, when the speculative pressure on the dollar greatly 
devalues its role as the main currency of settlement. According to the correct 
observation of Soviet economist I. Korolev, the depreciation of the dollar worries 
not so much the United States as the other capitalist countries, which are forced 
to worry about the "health" of the American currency in their own interests [5]. 


Ihe sharp depreciation of the dollar in 1977-1978 forced the main capitalist powers 

to elaborate measures on the coordination of monetary policy in its support. In 

November 1978 an agreement on the granting to the United States of credits like 

the SWAP, as well as the implementation of inventionary measures was concluded be- . 
tween the United States, the FRG, Japan and Switzerland. On its part the United 

States also took a number of steps on the support of its currency, in particular 

it began a program of selling off the gold of the Treasury and turned to loans of 
international monetary and financial organizations. 


Since the coming to power of the Reagan Administration in 1980 U.S. monetary policy 
has made a substantial turn. Now not the depreciation of the "floating" dollar, 








but the utmost increase of its exchange rate, which, in the opinion of the new ad- 
miagistration, should contribute to the solucion of the main economic problem--the 
curbing of inflation--is being made the cornerstone of the latter. The unprece- 
dented increase in 1980-1931 of the U.S. discount rate to 21.5 percent led to an 
appreciable improvement of the position of the dollar, the exchange rate of which 
with respect to the 10 leading currencies of the West increased in a year by 

24 percent. At the same time the effect of a number of fundamental factors, which 
are objectively weakening the positions of the American currency, should be noted. 
They are first of all the increase in 1981 of the foreign trade deficit,® the high 
rate of inflation, as well as the growing discontent in business circles with the 
economic policy of the Reagan Administration. It is not by chance, therefore, that 
the monetary experts of one of the largest banks of the United States--Chase Man- 
hattan Bank--are predicting the weakening of the positions of the dollar as soon as 
the gap in the interest rates of the United States and the other leading countries 
of the West is eliminated. However, in spite of the fact that the position of the 
dollar at present is quite shaky, it nevertheless remains the main currency of the 
capitalist world and to this day holds key positions in its monetary system. 


First, as in the past it retains the function of a measure of value. The data 
cited below show that the majority of countries in the case of the voluntary choice 
of a monetary system have pegged their national currencies to the American dollar. 








Systems of Exchange Rates Number of countries 
I. System of fixed exchange rates: 

to the U.S. dollar. . .. « «cece ceereecc ce eo oe ce 0 © eC 38 

to the British pound sterling . ...... + «© «© ewe @ l 

to the French franc . ..... +2 6 «© © © © © © © © ww 14 

to other currencies ...... +++ -+« 2 «© © © © © © © 4 

a Oe a a a 14 

to a "hasxet" of currencies... .. 2. 2 es © © we we we ew 22 


Il. System of regulated exchange rates: 
regulation according to a set of indicators ....... 4 
joint "floating" (EEC currencies) ......++s+-ee«es. g 
other regulation, including free "floating" ....... 35 


Source: IMF, "Annual Report,” 1981, p 42. 


Second, as in the past the dollar is considered the main payment unit of che capi- 
calist world. The energy crisis, which tound expression in the sharp increase of 
the prices for energy raw materials, including petroleum, to a considerable extent 
is contributing to this. And since the American dollar acts as the traditional cur- 
rency of payment for petroleum on the world markets, the settlements in dollars in 
recent times have intensified. At present the American currency serves about two- 
thirds of the international settlements. Here it should be taken into account that 
the dollar circulates as a means of payment on not only the official market, but 
also the private, Eurodollar market. The enormous and ever increasing scale of the 
latter (about $1 trillion) is consolidating more and more the positions of the 
American currency as the main means in international settlements in the capitalist 
world. 


Finally, the U.S. dollar also holds dominant positions in the current capitalist 
monetary system as a reserve currency. in the total reserves of the capitalist 








world the proportion of the dollar in 1980 was equal to 46 percent, while the pro- 
portion of ECU's (the currency unit of the EEC countries) came to only 11 percent, 
the FRG mark--8 percent, SDR‘'s--3.6 percent, the Japanese yen--2 percent and the 
peund sterling--1.4 percent [14]. 


Thus, for today there is no currency which could contest the "key" positions of the 
doliar in the capitalist monetary system and offer in the immediate ‘uture any 
practicable alternative to it as the world capitalist currency. 


At the same time the occurring internationalization of the monetary mechanism? is 
inevitably coming into conflict with the national nature of its foundation and 
urgently requires the removal of the dollar from the throne of the “key" currency. 
In precisely this direction the capitalist monetary system will be able to throw 
oif the chains of dependence on the economic development of a single country. 


SDR'S in the Reformed Monetary System. In the late 1960's, when the centralized 
gold stocks of the capitalist countries practically did not increase, while the 
dollar--the main component of the international reserve assets--was experiencing a 
serious and protracted crisis, the question of changing the structure and amount of 
international liquidity was again placed on the agenda. 


In accordance with a decision of the annual session of the IMF in Rio de Janeiro 
(1969), starting on 1 January 1970 a new artificially created int«rnational cur- 
rency--so-called special drawing rights--began to be used in the capitalist inter- 
national monetary system. The old idea of English economist J. Keynes on the 
introduction of a collective currency in the international payment transactions was 
thereby implemented in practice. 


in the opinion of a number of bourgeois economists who support the concept of an 
international currency, a system which is based on an international currency has 
definite advantages over a system, for which a national currency is the basis of 
its tunctioning. First, they believe, all the participants gain from the increase 
of liquidity. Second, the risk with respect to the maintenance of reserves will 
be divided among the countries and, finally, all the countries will be equally 
subordinate to financial discipline and no one will be able to make use of the ad- 
vantages which the status of a reserve national currency gives [15]. 


Only the member countries of the International Monetary Fund, which implements all 
the measures connected with the functioning of the new liquid assets, became par- 

ticipants in the system of SDR‘s. The agreement in this area stipulated the obli- 
gations of its participants to offer on demand of the IMF convertible currency in 

exchange for SDR's. Here all the transactions with the new currency were entered 

in special IMF accounts.!! In 1970, 1971 and 1972 the International Monetary Fund 
made three distributions of SDR's in the total amount of $9.3 billion, after which 
their emission was halted for a long time. 


(The new international currency, according to the intentions of its creators, should 
have been used actively by countries with deficit balances of payments for the 
purpose of eliminating their foreign debt, as well as should have promoted the im- 
provement of the structure of international liquidity, having turned intw one of 
the components of the international reserve assets. However, the nearly 10 years 
of practical experience of the use of SDR's in international settlements showed 





the hopes which many bourgeois economists had placed on them did not justify 


in the 1970's the new credit reserve currency was used very siuggishly for the 
regulation ot balances of payments, that is, in the basic operations for which it 
had been created. This stemmed to a considerable extent from the dollar crisis, 

in connection with which SDR's began to be regarded as more reliable reserve assets 
is compared with the dollar. As a result in the use of SDR's preference was given 
to their function as a reserve currency over their function as a means of settle- 
ment. Due to the negligible use by the capitalist countries of special drawing 
rights in their international settlements the distributions of SDR's, which were 
planned tor 1973 and 1974, were canceled. 


As to the function of SDR's as a reserve currency, in this respect they did not 
cope with the task assigaed to them on improving the structure of the international 
capitalist reserve assets. The latter in the 1970's were supplemented primarily by 
dollar accumulations. The proportion of SDR‘s in them declined steadily, having 
decreased from 10 percent in 1972 to 4.7 percent in 1981 (Table 4). 


Table 4& 


Total Amount of SDR‘'s and Their Use in 1970-1980, Billions of SDR's 
a —— 1970- 1973- 1976- 1981 (January-_ 








oe 1972, 1975. 1978 1979 1980 arch) 
l. Total amount of emitted SDR's 9.3 9.3 9.3 13.3 17.4 21.4 
including: 
in accounts of iilF member 
countries. . . ..+ «6 « e 8.7 8.8 8.1 12.5 11.8 16.2 
in IMF accounts. ...... 0.6 0.5 Lea 0.8 5.6 5.2 
2. Use of SDR's in various 
transactions .....+e+e-s. Le 3.0 11.6 4.2 10.9 2.1 
including: 
between IMF member countries 3.1 2.5 8.2 2.8 8.6 1.4 
by IMF itself. .....e-. 0.6 0.5 3.4 1.4 2.3 0.7 
Source: IMF, "Survey. Supplement," May 1981, p 14. 


Specialists in currency questions, who analyzed the etfectiveness of the use of 
sSDR's in internationa] settlements, indicated a number of circumstances, owing to 
which this ccllective currency could not play any significant role in the capital- 
ist monetary system. 


First, their clearly inadequate amount for the purposes of improving the structure 
of international liquidity was indicated. Second, for SDR's as a credit tool the 
level of the interest levied on them was too low, which, of course, decreased their 
return in the case of the granting of loans and, consequently, the stimuli for 
holding them in the national reserves. Third, the use by a country of the SDR's 
belonging to it was limited. According to tne regulations a country on the aver- 
age in a 5-year period could use only 70 percent of the amount of SDR's, which had 
been credited to its account, while the remaining 30 percent should have remained 
untouched. If it turns out that the remaining amount is less than 30 percent, the 
country is obligated to raise it to the established amount by purchasing the 
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lacking SDR*‘s for currency. Finally, it was indicated that the use of SDR's is 
characterized by too narrow a range of operations--the purchase of currency for 
SDR's, the repayment of indebtedness to the International Monetary Fund, as well 
as the evaluation in SDR's by a number of countries of the value of their national 
currencies. 


The indicated shortcomings did not enable the SDR's to function entirely as a 

world currency, since practically all its fumctionms: as a measure of value, a means 
ot payment and a reserve asset, were of a very limited nature. Nevertheless tour- 

geois economists saw a real alternative to “frozen" gold and the depreciating dol- 

lar in SDR's and linked the further prospects of the development of the capitalist 

monetary system precisely with them. 


in conformity with the decision of the Jamaican session of the Provisional Commit- 
tee of the IMF (1976) on the strengthening of the role cf SDR's a large number of 
speciftical measures in this area were implemented in 1978-1981. 


First, for increasing the proportion of SDR's in the international reserve assets 
in December 1978 a decision on their additional emission was adopted. The program 
of the new floating of SDR's envisaged their annual emission in 4 billion units 
over the next 3 years. The last distribution, which was made in January 1981, in- 
creased their total amount to 21.4 billion units. 


Second, for the purposes of stimulating the holding of SDR's in national reserves 
in 1979-1981 the interest rate on them for both borrowers and creditors was in- 
creased significantly.12 For the former it was increased from 4 percent in 1978 
to 14 percent in 1981. For the countries which deliver their own currency in ex- 
change for SDR's, it increased during this period from 3 to 12 percent [16]. 


fhird, for stepping up the use of SDR's as a means of settlement in 1979 the amount 
of their mandatory balance in IMF accounts was decreased from 30 to 15 percent. 

And in 1980 the IMF Executive Committee adopted a decision on the complete repudi- 
ation as of May 1981 of the rule on the maintenance of a balance. 


Fourth, for the better use of SDR's as a measure of value starting on 1 Janu- 

ary i981 their value began to be determined according to a simplified "basket of 
currencies,'’ which consists not of 16 currencies, as in the past, but of 5 cur- 
rencies--the American dollar, the FRG mark, the French franc, the Japanese yen and 
the British pound sterling [14]. At present not only the International Monetary 
Fund and the Bank for International Settlements, but also more than 30 large com- 
mercial banks value their assets in units of SDR'‘'s. 


Finally, the IMF executives adopted a decision on the considerable enlargement of 
the group of transactions, in which SDR's can be used. In accordance with an agree- 
ment between countries they can resort to their use not only for covering the defi- 
cits of balances of payments, but also in transactions like the SWAP, in forward 
transactions, as well as in the case of the payment of interest, the repayment of 
lebts and the giving of grants and subsidies. 


\ll these steps, in the opinion of financial circles of the canitalist world, 
should premote the implementation of the general monetary strategy of the West on 
the conversion of special drawing rights into the main international means of 








settlement. Howeve ¥, the reorganization of international liquidity in this direc- 


tion is accompanied by a very difficult problem, namely: How is one to withdraw 
the enormous amounts of dollar accumulations from international payment transac- 
tions’? At one time the management of the IMF advanced the icra of creating within 


the fund a special “replacement account,” in which the transi.ctions on the de- 
livery by member countries of a portion or their dollar reserves in exchange for 
assets of the fund, which are expressed in SDR's, should be reflected. In spite of 
the fundamental agreement of the participatory countries to create such a “replace- 
ment account” of dollars, the debates on the specific mechanism of its function- 
ing continue to this day. Serious disagreements arose between the United States 
and the other countries with respect to how the risk, as well as the profit in the 


case of this monetary exchange should be shared. 


Siace the problem of the replacement of dollars is only at the stage of elabora- 
tion, while SDR's for the present are playing a very modest role in the present 
monetary mechanism of the capitalist world, it is difficult to assume that in the 
next few years they will occupy the place which is assigned to them in the plans of 
the reform of the monetary system. But the fact of the promotion to the role of 
the main monetary asset not of a national currency, but of an international cur- 
rency in itself completely conforms to the objective processes of the internation- 
alization of the monetary mechanisa. 


The Jamaican agreements, which commenced the transformation of the principles of 
the functioning of the monetary mechanism, do not imply the creation of any quali- 
tatively new monetary system. It is a question only of the selection of the most 
acceptable elements which are equal to the present level of development of capi- 
talist monetary and financial relations. 


Gold at the present stage is gradually losing the function of world money, and 

this process owing to objective seasons, to all appearances, will be of an irre- 
versible nature. The American dollar, although continuing to play the role of the 
leading currency of the capitalist world, nevertheless is having a more and more 
negative influence on the monetary and financial status of the capitalist countries: 
the decline of its exchange rate is depreciating the enormous dollar stocks whach 
exist in the national reserves, as well as is speeding up the "importing" of in- 
flation. Under these conditions the capitalist countries are also elaborating 
steps on the “removal” of the American currency from the key positions which it 
holds in the preséat monetary system. The special drawing rights, while not be- 

ing for the present in this respect any practicable alternative of the U.S. dollar, 
but being a collective international monetary asset which is regulated on the part 
of international monetary institutions, conform to the greatest extent to the 
present level of development of the monetary and financial relations of capitalism. 
It seems that in the future the mcnetary system of capitalism from the point of 
view of the formation of its basic elements will evolve precisely in this direction. 


FOOTNOTES 


l. For more detail on the decisions of the Jamaican Conference see [2]. 


2. This ban was stubbornly opposed by France, which at all the monetary forums 
called upon its partners to repeal the existing understanding and to permit 
the central banks to make transactions in gold at the prices of the free market. 
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fhe mechanism of the “floating” of a currency consists in the fact that a coun- 
try makes international settlements not according to a firmly fixed exchange 
rate, but according to an exchange rate which is determined by the ratio of 
supply and demand on the exchange market. 


On the debates on this question see [3, 4]. 


This decision is a compromise, which was reached by France and the United 
States on this question. At one time France proposed to distribute the gold 
stock of the fund among the member countries in proportion to their quota, 
while the American side supported the idea of selling off the gold of the IMF 
at auctions. 


The selling of the gold of the U.S. Treasury began to be carried out in 1975, 
but after two auctions--in January and June--it was halted up to 1978. 


In 1980 of the total gold production of the capitalist world of 945 tons the 
Republic of South Africa accounted for 674 tons, that is, 72 percent of the 
world production. 


The deficit of the U.S. trade balance during the period from January to 
July 1981 came to $23.3 billion, while for all of 1980 it was equal to 
$25.3 billion. 


The intensification of the internationalization of the monetary mechanism finds 
expression in the strenghtening of its regulatory basis on both the global and 
the regional scale and in the appearance of new, collective tools of interna- 
tional settlements--SDR's and ECU's. 


fhe gold content of the SDR's was made equal to the parity of the dollar (that 
is, came to 0.888 g of pure gold), while after the two devaluations of the 
latter the value of the SDR's was changed and came to $1.20. Since 1974 the 
value of the SPR's began to be determined not on the basis of the dollar, but 
on the basis oi: a "basket" of the currencies of 16 countries, which were 
weighted according to their proportion in world exports. In August 1980 the 
value of the SDR's, which are calculated on this basis, came to $1.31. 


For more detail on the creation, the principles of the distribution and the 
nature of the use of SDR's in the 1970's see [6]. 


The interest rate on SDR's is determined from the overall interest rate on 
short-term credit of the five main member countries of the IMF (the United 
States, England, France, the FRG and Japan). The rate on SDR's in 1980-1981 
was increased from 60 to 100 percent of this general rate. 
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GENERAL 


VALUE OF FOREIGN EXHIBITS, TRADE SHOWS IN USE 
Moscow EKONOMICHESKAYA GAZETA in Russian No 27, Jul 82 p 20 


[Article by V. Korsikov, general director of the All-Union Ekspotsentr Associa- 
tion: "All the Flags Are Our Guests"] 


[Text] One of the factors that promotes successful development of Soviet foreign 
economic ties is actively conducting exhibitions in our country with participa- 
tion by foreign companies and countries. The All-Union Cost Accounting Associa- 
tion Ekspotsentr is involved with preparation and conduct of economic exhibits. 
It has the capability of conducting them in Moscow, the capitals of all the 

Union republics, and many other large cities in the country. 


Since 1946 when the first foreign exhibit was held in the USSR their number, 
scale, and range of participants have grown substantially. Up to 200 exhibits 
are conducted in the Soviet Union annually today, including both foreign ex- 
hibits in which some particular country and its companies participate and much 
larger events, international fairs with participation by business people from 
many countries and Soviet foreign trade organizations. This year, which is the 
anniversary of the USSR Chamber of Commerce and Industry, our country will hold 
its 250th international exhibition. 


The subject matter of international exhibits in our country reflects the develop- 
ment of particular sectors that determine scientific-technical progress and are 
capable of making a contribution to raising the efficiency of public production 
and improving the well-being of the working people, In the last 10 years inter- 
national exhibits have demonstrated output from almost 20 industrial sectors. 
Each year up to 5,000 different companies take part in international exhibits 

in the USSR. 


About 2,700 foreign and international exhibits have already been conducted on 
USSR territory. The results of them can be judged, for example, from the 
following facts. In just the 10th Five-Year Plan the total of all commercial 
transactions completed at exhibits in the Soviet Union reached 5.3 billion 
rubles; at these events exhibits worth160 million rubles were bought. In the 
first year of the llth Five-Year Plan the sum of deals exceeded 1.2 billion 
rubles and 43.6 million rubles worth of exhibits were purchased. 


Active participation by Soviet organizations not only in large international 
exhibits but also in “narrow" specialized ones conducted in the USSR helps 





greatly to familiarize foreign husiness circles with the great export potential 
of our industry. Bourgeois propaganda, of course, covers up and often tries to 
discredit the advances of the Soviet economy, science, and technology. Often it 
is only at exhibitions in the USSR that representatives of Western business 
circles are able to get a thorough and unbiased picture of the technical level 
of the machinery and instruments, new types of materials, and progressive tech- 
nology developed in our country. 


At the same time Ekspotsentr tries to make maximum use of exhibits conducted in 
the USSR to give Soviet enterprises, ministries, and scientific research centers 
more complete information on the export or import potential of our foreign part- 
ners and on their technical and other advances. We distribute 120,000-130,000 
copies of different types of informational materials in the country each year. 
Unfortunately, feedback is not always well organized. But it does matter to 

us how display items bought at exhibits are used and what steps are taken to 
utilize foreign know-how. The data available on these and other questions is 
sometimes very meager. It would be advisable if, about one year after an ex- 
hibit, the appropriate ministries and departments, above all those who initi- 
ated the exhibit, were to report on the efficiency of purchasing display items 
and disseminate the progressive know-how obtained. 


Despite che fact that international exhibits in the USSR have only been con- 
ducted since 1964, many of them have actually become traditional. Thus, the 
Inlegmash [International Light Machinery] Exhibit was held this year for the 
third time, the fifth Khimiya [Chemistry] exhibit, the third Elektro, and the 
third Elektronmash [Electronic Equipment] exhibits are being organized. In 
1984 the fourth Sel"khoztekhnika [Agricultural Machinery] and the third 
Lesdrevmash [Wood Processing Machinery] will be held, followed by ‘e third 
Zdravookhraneniye [Public Health] and the fourth Inrybprom [International Fishing 
Industry] exhibits in 1985. The exhibits “Almazy" [Diamonds] in Kiev, 
"Poroshkovaya Metallurgiya" [Powder Metallurgy] in Minsk, and “Svarochnoye 
Oborudovaniye" [Welding Equipment] in Leningrad have been held three times. 


In our opinion such exhibits should be traditional not only in fact but also in 
law. It would be useful to establish a more precise time for them and a per- 
manent place. This would make it possible to prepare for them in advance more 
carefully, to time scientific-technical conferences and meetings of specialists 
in the particular sector to coincide with them, and generally to make them more 
‘ffective. 


All the work of Ekspotsentr aims at actively promoting the development of 
business relations in order to strengthen mutually advantageous international 
cooperation. 


Many countries and hundreds of foreign companies are preparing to participate 
in our exhibits in the coming years. During the llth Five-Year Plan we plan to 
hold 80-90 international exhibits, including 16 major sectorial exhibits, 


Thus, in just the third quarter of 1982 three international exhibits will be 
held in Moscow, 
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The first is “Elektro-82," an exhibit of electrical engineering equipment and 
power transmission lines. It will be conducted on 14-27 July in Moscow. 

Private companies from Austria, Belgium, Great Britain, India, Spain, Italy, 

the Netherlands, the United States, Finland, France, West Germany, Sweden, 
Switzerland, Yugoslavia, and Japan will take part in it together with the Soviet 
Union and the other CEMA countries. 


Then the international "Khimiya" exhibit will be held in Moscow on 3-6 
September with companies from 21 countries participating, followed by an inter- 
national exhibit of equipment and instruments for scientific research in Kiev 
on 22-23 September with companies from 16 countries. In addition, during 

July and August there will be numerous other events such as an exhibit of 
metal-cutting lathes and forge-press equipment produced by the Czech foreign 
trade organization Stroyimport (in Leningrad), an exhibit of Japanese coastal 
trade g0ods (in Khabarovsk), an exhibit of equipment for mechanizing loading- 
unloading work in ports put on by the West German company Ost Handel Consulting 
(in Leningrad) with participation by a number of Western European companies. 

In September the Hungarian Chamber of Commerce will hold Hungarian Economy and 


Technology Days in Yerevan, Riga, and Ufa. Several other exhibits and symposiums 
will be held. 


Facilities for conducting international exhibits are expanding. One more 
pavilion with an area of 6,500 square meters was recently put into use at the 
new Krasnaya Presnya exhibition center in Moscow which already had a pavilion 
with an area of 14,500 square meters, The projected area of the entire complex 
should be 60,000 square meters. Planning documents have been prepared for the 
construction of new exhibition pavilions in Minsk, Kishinev, and Alma-Ata. 
Construction of exhibit centers is also planned in Kiev, Tashkent, and Yerevan. 


In the year of the 60th anniversary of the Union of Soviet Socialist Republics 
we address our foreign trade partners in the languages of all the peoples who 
populate our country and we say: "Welcome!" 


11,176 
CSO: 1825/96 











GENERAL 


ROLE OF EXPORT CREDIT INSURANCE IN WEST EXAMINED 
Moscow DEN'GI I KREDIT in Russian No 7, Jul 82 pp 65-68 
{Article by A. B. Rykov: “Insuring of Risks on Export Credits"} 


[Text] In the 1970's and the beginning of the 1980's, under the conditions of 
a further rise in the role of foreign markets in the economy wf the capitalist 
countries, the granting of credits in the saie of commodities and services as- 
sumed ever-increasing importance. At present, it is difficult to imagine any 
significant foreign trade transaction not accompanied by a credit operation. 

In a predominant majority of instances, the providing of credits to the export- 
er or importer of a national product presupposes the presence of a credit in- 
surance policy. 


The remoteness cf the customers, their relative unreachability behind state 
frontiers, the limited information about their condition, the various inflation 
rates in the individual capitalist nations, the unpredictable fluctuations in 
exchange rates as well as unforeseen political events and many other factors 
greatly increase the risks of the exporters and the export creditors in compari- 
son with domestic operations. 


Credit insurance is aimed at protection against any sort of risks encountered 
in foreign trade operations. This has been widely developed in all the capital- 
ist nations and has become particularly characteristic in the EEC states. 


Characteristic of a majority of the insurance systems in the industrially de- 
veloped nations of Western Europe is the presence of private and state institu- 
tions in them. State insurance has assumed the riskiest operations, to a maxi- 
mum degree freeing the private entrepreneurs of risk. The private insurance 
companies, in contrast to the state ones, pursue primarily the aim of obtaining 
profit from credit insurance. 


The credit insurance market can be termed probably the most monopolized sector 
of the insurance industry in the West. The number of firms operating on this 
market is minimal in each country. For example, in France, in addition to the 
state insurance society, 2 insurance companies are engaged in credit insurance, 
in England and Denmark the figure is 3 each, 5 in Belgium, 12 in the FRG and 19 
in Italy. In the Netherlands and Ireland, credit risks are covered only by 
state insurance societies. Private insurance companies focus their activities 


36 








mainly on covering credits in domestic trade but a certain portion of insurance 
for export credits is also within their sphere of interests. 


The most general goal in export insurance is to reduce the danger related to 
the delivery of goods on credit for the exporter. The main distinction of 
credit insurance from other types of property insurance is that here the object 
of coverage is not merely an article, property right, interest or responsibili- 
ty, but primarily a special attitude or form of loan capital. Without credit 
it is impossible to have the functioning of the capitalist economy and export 
insurance is used to ensure its movement. Moreover, the reserves of the priv- 
ate insurance societies and state funds help to strengthen credit and broaden 
the sphere of its application and make it accessible for exporters, thereby en- 
couraging the growth of exports. 


The insuring of short-term credit on the basis of the entire turnover of the 
exporter with a given market, customer or for individual contracts is the most 
widely found form of credit guarantees in the EEC nations. The all-inclusive 
policies comprise the basis for this sector of insurance and they cover deliv- 
eries of certain goods for many foreign markets over a certain period of time. 
For individual major contracts with a credit term up to 5 years and sometimes 
even longer, not general all-inclusive but rather special guarantees are given. 
The large-scale export projects often also require the insuring of the pre- 
credit (production) period and preshipment financing, that is, a credit granted 
to a supplier for the period of producing the product. Such guarantees to ex- 
porters are widespread in all the EEC states. 


sefore writing out a policy, the insurers must organize a certain level of 
eredit control by the exporter. By this one understands a check on the solvency 
of the purchasers before the start of deliveries and the approval of a credit 
limit which should not be exceeded without the agreement of the insurer; there 
is also the question of the repayment of debts at the established time and the 
prompt submission of accurate accounts. The insured party should promptly in- 
form the insurer of any overdue debts at the end of the established waiting 
period or of any tinancial difficulties for the debtor which have become known. 


One of the most important insurance conditions is the credit term. Although no 


exporter is inclined to put up a longer credit than necessary, credit insurance 
requires a restriction on unnaturally long credit terms. But the question of 
the length of credit coverage is not only a problem of credit insurance. It is 
scarcely possible to find a bank which would agree to provide a credit which 


extends beyond the limit of the insurance coverage. Insurance (if it is em- 
ployed) virtually completely determines the credit period, but it must not be 

rgotten that the insurance is organized in order to satisfy all the require- 
ments of an optimum credit for the given operation, including also for the 
length of time. 


Another important probiem is linked to the insurance term. The establishing of 
an abnormally long credit term reduces the value of exports for the balance of 
payments in the area of current operations. At the same time an insuf*icient 
credit term can mean the threat of losing a contract to foreign competitors. 

For this reason after the abolishing of foreign exchange controls in the indus- 
trially developed Western nations, at the end of the 1350's, the state insurance 











\rganizations became one of the main bodies for controlling the periods for 
which export credits were granted. Proceeding from the needs of state trade 
policy and the necessity of supporting the national exporters when confronted 
with foreign competitors, the state insurers in the EEC nations established the 
coverage period depending upon the total and purpose of the credit. For ex- 
ample, for consumer goods the English Department of Export Credit Guarantees 
(DECG) set a limit of 6 months. The state-authorized Hermes Insurance Society 
in the FRG in the exports of production-end articles follows the following 
firm rule: if the total of the contract is 100,000 marks, then the term of 
credit is up to l year; for 200,000 marks up to 2 years; for 300,000 marks up 
to 3 years; for 500,000 marks up to 5 years.! 


Of course, instances are encountered of changing the established terms and most 
often in the direction of extending them. But the initial premise is always 
that the period of use for the goods delivered under credit conditions should 
be longer than the period of the credit. Here the period of credit covered by 
insurance should always be sufficient proceeding from the nature of the given 
operation. 


The conditions of the insurance contract also determine the share of losses to 
be covered by the insurer. Over the last 2 decades it has been possible to ob- 
serve how this share has continuously increased in all the insurance companies 
of the EEC countries. While in 1960 the share of the loss suffered covered for 
the insured party by the state insurance society in England was up to 85 percent 
for commercial risks (up to 95 percent for political ones), in France up to /0 
percent (90 percent) and in the FRG up to 70 percent (80 percent), while now 
this share in all the EEC nations has increased up to 90-95 percent for commer- 
cial risk and up to 100 percent for political (with the exception of the FRG; 
here political risks are, as a rule, 90 percent covered). The reason for the 
increase in this proportion has not only been the increased value of the foreign 
trade contracts and the necessity of mobilizing, respectively, a larger portion 
of the financial resources of the exporters. Obviously an even greater role in 
such a rise has been played by the competitive struggle for export deals be- 
tween the insurers on the national and particularly on the international in- 
surance markets. 


The coverageS\provided to exporters in the EEC nations are marked by a great 
diversity of forms and conditions. The spectrum of covered risks is also very 
broad: from the insolvency of the purchaser to political events impeding the 
execution of the contract. The dangers covered by credit insurance are divided 
into two basic criteria: economic or commercial risks and political risks. 
(The risk of losses related to fluctuations in exchange rates and inflation 
must be put into a separate group.) Im the EEC states the coverage of all types 
of risks is provided for any of the objects of insurance: for the credits of 
an exporter (an export credit); for the credits of a bank in the exporter's 
nation to the purchaser (financial credit) and credit limits; also in terms of 
various bank guarantees and so forth. 
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i Dresdner Bank. “Kurzdarstellung der Mittel-und Langfristigen Exportfinanzie- 
rung in der B. R. D.," August 1980, p 4. 
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Commercial risks depend chiefly upon the actions of individual private purchas- 
ers. The dangers of a political sort, on the contrary, are related, as a rule, 
to state actions which make it impossible to perform the contractual obliga- 
tions. The second group of risks assumes a higher total liability assumed by 
the insurance firm for deliveries to each individual nation. 


fhe range of risks included in one or another category is constantly being 
broadened. The adaptation to the new requirements of the creditors and ex- 
porters and the search for insurance forms which meet the current conditions 

of international trade are one of the major problems of credit insurance. Thus, 
recently the DECG in England has, along with insuring other commercial risks, 
began providing coverage for certain dangers arising out of the "united and 
separate liability” of English subcontractors or partners in a consortium in 
the carrying out of export orders by them. Here it is a question only of large 
foreign trade contracts with a value of at least 50 million pounds sterling 
which are "a particularly attractive export business."4 Among the political 
risks in the contracts for credit insurance such dangers as confiscation and 
nationalization of foreign property are becoming more and more widespread. The 
acts by governments which can halt the action of contracts and entail major 
losses for the contractor or supplier are also an obvious political risk. By 
this one must understand the actions of not only the governments of the import- 
er nations, but also the authorities of the exporting state. Thus, in recent 
years there have been particularly many examples of the use of an export embargo 
as a means of carrying out a foreign policy on the part of individual capital- 
ist nations. They, as was pointed out at the 17th Soviet Trade Union Congress 
by L. I. Brezhnev, “are endeavoring to replace normal contacts and internation- 
al trade by 'sanctions' and 'blockades'."? 


Such risks which have been increasing in recent years can serve as a signifi- 
cant impeding factor for the development »f exports to individual nat‘’ons. For 
this reason, they are a matter of particular concern for the state insurers of 
export operations. 


At present, the insurers understand as a political risk a broad range of events 
which include the actions of not only a state but also individuals or groups 
of individuals, terrorism, industrial subversion and even piracy and so forth. 


A predominant share of export financing for foreign investments has been and is 
provided by the private sector. However, the broadening of their overseas oper- 
ations has been held up by fears of the new markets. In the aim of providing 
aid to the private sector, in England guarantees for foreign economic ties are 
provided by the DECG, in the FRG by the Hermes Society, in France by COFASSE; 


in all the other FEC nations, there are also specialized societies or agencies 
authorized by the state to provide insurance support for foreign economic ex- 
pansion. As a total in the developed capitalist nations there are 22 national 
export credit guarantee schemes and 17 systems for insuring investments. 

<“ POLICYHOLDER INSURANCE JOURNAL, 6 Jan 78, p 7. 
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iowever, the private entrepreneurs cannot overlook an opportunity for invest- 
ing capital into the sphere of insuring political risks. In some nations, this 
is expressed in the joint involvement of private and state capital in insurance 
enterprises (for example, the FRG and France). In others, there are opportuni- 
ties for the private insurers to receive reinsurance support from the state 
bodies (Belgium, Denmark, Italy and France). But instances of the taking of 
political risks by private insurers are more the exception than the rule. 
Political risks in such a situation are placed on the insurance markets in the 
torm ot reinsurance or a pool, involving a large number of specialized firms 

in the given nation and toreign reinsurers. 


For assisting in the organizing of such enterprises, in particular, in 1972 the 
brokerage firm Investment Insurance International (III1) was set up in London. 
It is involved exclusively in insuring risks related to foreign investments and 
export credits. The insuring of political risks is a question of particular 
attention for the company. 


The LII and certain other firms do not limit themselves to the English market, 
in providing services to interested organizations in any nation. They seek out 
gaps in coverages provided by state and private insurers of various nations and 
~ endeavor to fill them by organizing the corresponding insurance in the private 
sector. As in other spheres of insurance, in the coverage of political risks 
the activities of the state insurance agencies suffer from a certain inertness 
in comparison with the private market. This caises definite advantages for the a 
private insurers over the state ones, although the basic merits of government 
schemes--a lower insurance rate and state support in the financing of opera- 
tions--inevitably prevail. 


For example, none of the state companies in the EEC nations insures current or 
signed export contracts or even investments which have been made, while the 
private insurance market covers risks for such objects. If the government in- 
surers require coverage of all basic risks involved with export credit or in- 
vestments, the private sector can insure any of the individual risk= at the 
choice of the insured party and this can reduce the cost of insurance for it. 
Government schemes provide guarantees only for national exporters and investors, 
while an insured party from any nation as well as a multinational corporation 
(and this is very important) can obtain coverage on the private market. in the 
insuring of investments, certain government agencies are restricted to just the 
jeveloping nations while others are confined to those states with which the in- 
vestor's nation has concluded an agreement on investment guarantees; the priv- 
ate market does not have such restrictions. 


The importance of insurance for political risks will inevitably rise. The in- 
creased demand for insurance, in particular, will accompany the broadening of 
exports from the industrially-developed capitalist states to the developing 
nations. The objective difficulties related to economic idievelopment have 
forced the young states to impose restrictions on imports or on the converting 
of foreign exchange abroad as well as to resort to certain other measures to 
protect national interests. Certain of the importer nations have aroused spe- 
cial fears in the credit insurers. 
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In 1980 and 1981, China became an object of particular concern for creditors 

and suppliers from Japan, the United States and many EEC nations. According 

to press announcements, the Chinese government had deferred or had completely 
abandoned major industrial projects totaling more than 1.5 billion dollars. 

In particular, China halted the construction of three chemical plants the equip- 
ment for which had been ordered from the FRG.* These were losses precisely for 
the insuring of political risks. 


Political risk is becoming an evermore important factor in the plans of export- 
ers, export creditors and credit insurers. Thus, the total of the losses paid 
for by Hermes in insuring West German exports was over the 1949-1975 period: 
183 million marks for economic reasons and 2 billion marks for political ones; 
here a predominant share was made up of losses caused by restrictions on cur- 
rency conversions. > 


Since insurance for the basic amount of political risks is provided by state 
insurers, this means that ultimately the taxpayers will pay the bill for loss 
insurance. Under such a condition, the government should determine what level 
ot loss is acceptable for state insurance in the interests of supporting and 
broadening exports and on how low a level the premium rates should be kept in 
order that insurance support contributes to the most dependable and promising 
areas of exports. 


Thus, in line with the crisis phenomena in the capitalist economy as well as 
the political changes in the modern world, the scale of foreign economic expan- 
sion in the developed capitalist states, including the EEC nations, depends 
more and more upon the insuring of economic and particularly political risks. 


(he services provided by credit insurers are valuable for exporters. In addi- 
tion to the basic advantages which any type of insurance provides to the in- 
sured party (protection against possible losses) and the aid immobilizing the 
money of credit institutions for financing exports, the insuring of export 
credits has a number of specific merits. Among these we must particularly men- 
tion the information service of the insurers. The fruits of its activities are 
used virtually in preparing each insurance policy. For consumer goods sold 
under conditions of short-term credit to a large number of purchasers on many 
markets, the insurers do not verify each individual operation. In order to in- 
sure maximum flexibility for the exporters in daily operations, the insurance 
ciety within the limits of the all-inclusive policy issued, sets with the 
agreement of the insured party a limit within which it can grant short-term 
credit independently to any purchaser. Only instances of exceeding the limit 
should be approved by the insurer. However, the list of contracting parties to 
whom the given exporter delivers is under constant supervision. As for large 
contracts, simultaneously with the drawing up of the insurance contract, the 


* IZVESTIYA, 4 March 1981. 
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insurers make a careful study of the purchaser's financial resources, its situ- 
ition and business morality. 


Special subdivisions of the insurance societies called economic research or eco- 
nomic intelligence departments assess information on the foreign purchasers and 
markets. The official daily and official press is gone through as well as re- 
ports from numerous international organizations and bank reports. Information 
from foreign missions and governmental departments is also employed. In-house 
experts are sent abroad in order to assess the possibilities of a market on the 
spot and a special network of informants is maintained in other nations. There 
is also close cooperation between the insurers themselves. 


he aim of the analysis is to disclose any change in the status of the importer 
or market. In using the research results, the insurers consult on individual 
markets and purchasers and in a number of instances themselves recommend suit- 
able purchasers for national experts [sic.; most likely exporters]. Upon the 
admission of many exporters, no industrial company, no matter how large it might 
be, has such rich information on importers as is collected by the societies 
which specialize in credit insurance. For exampie, the DECG has at its dis- 
posal information on 130,000 purchasers on virtually all foreign markets.© The 
West German Hermes which insures both export and domestic credits on the FRG 
market alone follows the credit worthiness of 200,000 firms.’ 


The activities of credit insurers, not only by purely insurance but also by 
other methods, encourage export operations. Here a special place is held by 
the support provided by the government societies of the EEC nations which serve 
as an instrument for state encouragement of private exports. The small amounts 
of insurance premiums included by the exports in the cost of goods make it pos- 
sible as a whole to reduce their price by excluding from the price the elements 
provided fur covering and compensating for various accidents. But the essence 
of the encouraging effect of export insurance is that the supplier insured 
against export risks receives a guarantee of relative safety and with greater 
freedom can widen its sales. 


However, here it is essential to point out a certain limitation on the given 
means of state monopolistic control of foreign economic expansion. The incen- 
tive effect of insurance support runs contrary to a number of factors in the 
sphere of international trade and credit. These are the trends toward the 
synchronizing of the industrial cycle in different nations, leading to an over- 
all decline in imports during periods of economic decline; the interimperialist 
contradictions with the general desire to intensify exports being an additional 
source of them; the different national interests of the individual countries en- 
deavoring to extract a maximum gain from their exports to the detriment of its 
partners and so forth. The role wf such facturs in the present-day economy of 
the capitalist world is constantly growing and their impact cannot be overcome 
either by insurance or by any other tool in the arsenal of state or private 
monopolistic controls. 





® THE TIMES, 26 November 1969. 
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GENERAL 


EFFECTS OF U.S. FINANCIAL POLICY ON EUROPEAN MONETARY SYSTEM 
Moscow PRAVDA in Russian 30 Jul 82 p 5 


{Article by PRAVDA correspondent V. Drobkov (Brussels): "The Convulsions of the 
"Currency Snake'"] 


[Text] Faced with unprecedented economic difficulties, the capitalist states are 
more and more often engaging in keen competitive struggles, including in the cur- 
rency and financial sphere. The “discount rate war," which has been under way for 
several months, between the United States and the other western powers, first of 
all the EEC countries, has become the most fierce of these struggles. The artifi- 
cial overstating of the rates for bank credit in the United States led to the un- 
justified increase of the exchange rate of the dollar with respect to West European 
currencies and to the outflow of capital from the Common Market countries. Figura- 
tively speaking, Washington tore the financial “life preserver" from the hands of 
the West Europeans, who were suffering an economic disaster. This is having a de- 
stabilizing effect on the European monetary system. 


The question cf the destructive consequences of U.S. fiscal policy was raised at 
practically all the latest negotiations with high-ranking American representatives, 
including the summit meeting at Versailles, as well as at the conferences of the 
ministers and the heads of the states and governments of the EEC countries. But 

a firm unified EEC policy in face of the self-seeking actions of the United States 
was not worked out either at the session o: the Council of Europe, which was held 
in Brussels, or at the June summit meeting at Versailles. It is not surprising 
that in such a situation Washington did not go farther than vague promises and in 
reality did not take any steps to alleviate the situation of its allies. 


Moreover, the American Administration began to pursue an even harder line with re- 
spect to its West European partners. This could not but aggravate the old ailments 
which are undermining the economic "health" of the EEC. 


The 8.5-percent devaluation in February of this year of the Belgian and Luxembourg 
franc, as well as the 3-percent decrease of the parity of the Danish krone were the 
first signal of the "illness" which had afflicted Western Europe. This entailed 
the serious destabilization of the entire European monetary system. "The unified 
monetary system is being threatened,"' the Brussels newspaper LIBRE BELGIQUE testi- 
fies. "A real orgy of monetary speculations has developed in Europe," ue local 
SOIRE echoes it. 











The serious blow, which shook the European monetary system several weeks ago, also 
became a direct result of this “orgy.” A change within the European monetary sys- 
tem of the parities at once of four of the eight national currencies belonging to 
this system was carried out in 1 day. The French franc was devalued by 5.75 per- 
cent, the Italian lira "fell in value" by 2.75 percent, the West German mark and 
the Dutch guilder were revalued by 4.25 percent with respect to the other cur- 
rencies of the European monetary svstem. 


As a representative of the Commission of Evropean Communities stated, these changes 
were due, first, to international factors, particularly the fluctuations of the 
dollar, and, second, to the different economic status of the member countries of 
the European monetary system. In the convulsions of the “currency snake," as they 
sometimes call the curves of the exchange rates of the European monetary system, 
which fluctuate together, like the bendings of a snake's body, local observers see 
portents of new economic and financial conflicts between the leading capitalist 
centers--the United States, Western Europe and Japan. 


In spite of the perforce optimistic statements of official representatives of Paris 
and Rome, the devaluation of the national currencies turned into a serious loss for 
these countries. 


And the main thing is that the change of the exchange rate of half of the curren- 
cies of the European monetary system led to the further increase of the instability 
of the West European financial system, which is making it even more vulnerable in 
face of the advance of the American dollar and the Japanese yen. The challenge on 
the part of the United States and Japan requires the concerted response of the 
"ten,'’ the Parisian LE MONDE writes. However, then and there the newspaper admits 
that the EEC cannot achieve the internal accord which is necessary for concerted 
actions. 


The West European press, commenting on the convulsions of the "currency snake," 
not without bitterness writes about the continuation by Washington of its self- 
seeking economic and fiscal policy to the detriment of its EEC partners. “But 

what about Versailles, what about the high-sounding de-larations made there about 
the willingness of the United States to take into account the interests of its 


closest allies?" some western commentators are now exclaiming. 


The new upheavals of the currency and financial system of Western Europe attest to 
the aggravation of the crisis phenomena both in the Common Market itself and in its 
rclations with the United States. They clearly demonstrate the further complica- 
tion of the economic conflicts between the leading countries of the West. 


7807 
CSO: 1825/89 END 


46 








END OF 
FICHE 
DATE FILMED 


| Dec ¥2 








